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The Department of State BULLETIN, 
a weekly publication compiled and 
edited in the Division of Publications, 
Office of Public Affairs, provides the 
public and interested agencies of 
the Government with information on 
developments in the field of foreign 
relations and on the work of the De- 
partment of State and the Foreign 
Service. The BULLETIN includes 
press releases on foreign policy issued 
by the White House and the Depart- 
ment, and statements and addresses 
made by the President and by the 
Secretary of State and other officers 
of the Department, as well as special 
articles on various phases of inter- 
national affairs and the functions of 
the Department. Information is in- 
cluded concerning treaties and in- 
ternational agreements to which the 
United States is or may become a 
party and treaties of general inter- 
national interest. 

Publications of the Department, as 
well as legislative material in the field 
of international relations, are listed 
currently, 
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To the Congress of the United States: 


A principal concern of the people of the United 
States is the creation of conditions of enduring 
peace throughout the world. In company with 
other peace-loving nations, the United States is 
striving to insure that there will never be a World 
War III. In the words of the Charter of the 
United Nations, we are “determined to save suc- 
ceeding generations from the scourge of war.” 

We seek lasting peace in a world where freedom 
and justice are secure and where there is equal 
opportunity for the economic well-being of all 
peoples. 

To this end, the United States played a leading 
role in the founding of the United Nations. We 
have supported that organization at all times to 
the best of our ability and we have advanced a 
number of proposals for increasing its effective- 
hess in maintaining peace and security and in 
establishing the economic, social and moral foun- 
dations of peace. 

We are working in the United Nations toward 
the limitation and control of armaments and, in a 
step without precedent or parallel, have offered to 
place our most powerful weapon under interna- 
tional control provided that other nations agree to 
effective and enforceable safeguards against its 
use for destructive purposes. 

The United States, in the conviction that a pre- 
requisite to peace in the future is the just settle- 
ment of past differences, has labored to obtain fair 
and workable treaties of peace for former enemy 
states so that they may resume their places in the 
family of nations. 

The United States has taken the lead in world- 
wide efforts to promote industrial and agricultural 
reconstruction and a revival of world commerce, 
for we know that enduring peace must be based 
Upon increased production and an expanding 
flow of goods and materials among nations for 


the benefit of all. 
December 28, 1947 





FOREIGN AID AND RECONSTRUCTION 
A Program for United States Aid to European Recovery 


THE PRESIDENT’S MESSAGE TO THE CONGRESS’ 
December 19, 1947 


Since the surrender of the Axis powers, we have 
provided more than $15 billion, in the form of 
grants and loans, for aid to victims of the war, to 
prevent starvation, disease, and suffering; to aid 
in the restoration of transportation and com- 
munications; and to assist in rebuilding war-dev- 
astated economies. This assistance has averted 
stark tragedy and has aided progress toward re- 
covery in many areas of the world. 


In these and many other ways, the people of the 
United States have abundantly demonstrated their 
desire for world peace and the freedom and well- 
being of all nations. 


We must now make a grave and significant 
decision relating to our further efforts to create 
the conditions of peace. We must decide whether 
or not we will complete the job of helping the free 
nations of Europe to recover from the devasta- 
tion of the war. Our decision will determine in 
large part the future of the people of that conti- 
nent. It will also determine in large part whether 
the free nations of the world can look forward 
with hope to a peaceful and prosperous future as 
independent states, or whether they must live in 
poverty and in fear of selfish totalitarian aggres- 
sion. 


Interest of the United States in 
European Recovery 


It is of vital importance to the United States 
that European recovery be continued to ultimate 
success. The American tradition of extending a 
helping hand to people in distress, our concern 
for the building of a healthy world economy 
which can make possible ever-increasing stand- 
ards of living for our people, and our overwhelm- 
ing concern for the maintenance of a civilization 
of free men and free institutions, all combine to 
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1233 

















FOREIGN AID AND RECONSTRUCTION 


give us this great interest in European recovery. 

The people of the United States have shown, 
by generous contributions since the end of hostili- 
ties, their great sympathy and concern for the 
many millions in Europe who underwent the trials 
of war and enemy occupation. Our sympathy is 
undiminished, but we know that we cannot give 
relief indefinitely, and so we seek practical meas- 
ures which will eliminate Europe’s need for 
further relief. 

Considered in terms of our own economy, Euro- 
pean recovery is essential. The last two decades 
have taught us the bitter lesson that no economy, 
not even one so strong as our own, can remain 
healthy and prosperous in a world of poverty 
and want. 

In the past, the flow of raw materials and 
manufactured products between Western Europe, 
Latin America, Canada and the United States 
has integrated these areas in a great trading 
system. Inthe same manner, Far Eastern exports 
to the United States have helped pay for the goods 
shipped from Europe to the Far East. Europe 
is thus an essential part of a world trading net- 
work. The failure to revive fully this vast trad- 
ing system, which has begun to function again 
since the end of the war, would result in economic 
deterioration throughout the world. The United 
States, in common with other nations, would 
suffer. 

Our deepest concern with European recovery, 
however, is that it is essential to the maintenance 
of the civilization in which the American way 
of life is rooted. It is the only assurance of the 
continued independence and integrity of a group 
of nations who constitute a bulwark for the prin- 
ciples of freedom, justice and the dignity of the 
individual. 

The economic plight in which Europe now finds 
itself has intensified a political struggle between 
those who wish to remain free men living under 
the rule of law and those who would use economic 
distress as a pretext for the establishment of a 
totalitarian state. 

The next few years can determine whether the 
free countries of Europe will be able to preserve 
their heritage of freedom. If Europe fails to 
recover, the peoples of these countries might be 
driven to the philosophy of despair—the philos- 
ophy which contends that their basic wants can 
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be met only by the surrender of their basic right 
to totalitarian control. 

Such a turn of events would constitute a shat- 
tering blow to peace and stability in the world. It 
might well compel us to modify our own economi¢ 
system and to forego, for the sake of our own 
security, the enjoyment of many of our freedoms 
and privileges. 

It is for these reasons that the United States has 
so vital an interest in strengthening the belief of 
the people of Europe that freedom from fear and 
want will be achieved under free and democratic 
governments. 


Origins of the European Recovery Program 


The end of the fighting in Europe left that con- 
tinent physically devastated and its economy tem- 





porarily paralyzed. The immediate problem was 
to prevent widespread starvation and disease and 
to make a start toward economic recovery. In 
the first year and a half after V-E day, the people 
of Western Europe, by their own diligent efforts 
and with the aid of the United States and other 
nations, made remarkable progress toward these 
objectives. 

At the beginning of 1947, however, they were 
still short of the goal of economic recovery. Their 
difficulties were greatly increased during the pres- 
ent year, chiefly by a bitter winter followed by 
floods and droughts, which cut Western Europe’ 
grain crop to the lowest figure in generations and 
hampered production of many other products. 

Nevertheless, it was clear by last spring that 
Europe had achieved sufficient political and eco 
nomic stability to make possible an overall plan for 
recovery. 

European recovery is essentially a problem for 
the nations of Europe. It was therefore appa 
that it could not be solved, even with outside aid, 
unless the European nations themselves would find 
a joint solution and accept joint responsibility for 
its execution. Such a cooperative plan would 
serve to release the full productive resources of 
Europe and provide a proper basis for measuring 
the need and effectiveness of further aid from out 
side Europe, and in particular from the United 
States. 

These considerations led to the suggestion by the 
Secretary of State on June 5, 1947, that further 
help from the United States should be given only 
after the countries of Europe had agreed upon their 
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basic requirements and the steps which they would 
take in order to give proper effect to additional aid 
from us. 

In response to this suggestion, representatives of 
sixteen European nations assembled in Paris in 
July, at the invitation of the British and French 
Governments, to draw up a cooperative program of 
European recovery. They formed a Committee 
of European Economic Cooperation. The coun- 
tries represented were: Austria, Belgium, Den- 
mark, France, Greece, Iceland, Ireland, Italy, Lux- 
embourg, the Netherlands, Norway, Portugal, 
Sweden, Switzerland, Turkey and the United 
Kingdom. Although Western Germany was not 
formally represented on the Committee, its require- 
ments as well as its ability to contribute to Euro- 
pean economic recovery were considered by the 
Committee. 


The Recovery Program Proposed by the 
European Countries 

The report of the European Committee was 
transmitted to the Government of the United 
States late in September. The report describes 
the present economic situation of Europe and the 
extent to which the participating countries can 
solve their problem by individual and joint efforts. 
After taking into account these recovery efforts, 
the report estimates the extent to which the six- 
teen countries will be unable to pay for the im- 
ports they must have. 

The report points out that the peoples of West- 
ern Europe depend for their support upon in- 
ternational trade. It has been possible for some 
270 million people, occupying this relatively small 
area, to enjoy a good standard of living only by 
manufacturing imported raw materials and ex- 
porting the finished products to the rest of the 
world. They must also import foodstuffs in large 
volume, for there is not enough farm land in 
Western Europe to support its population even 
with intensive cultivation and with favorable 
weather. They cannot produce adequate amounts 
of cotton, oil and other raw materials. Unless 
these deficiencies are met by imports, the produc- 
tive centers of Europe can function only at low 
efliciency, if at all. 

In the past these necessary imports were paid 
for by exports from Europe, by the performance 
of services such as shipping and banking, and by 
income from capital investments abroad. All 
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these elements of international trade were so badly 
disrupted by the war that the people of Western 
Europe have been unable to produce in their own 
countries, or to purchase elsewhere, the goods es- 
sential to their livelihood, Shortages of raw ma- 
terials, productive capacity, and exportable com- 
modities have set up vicious circles of increasing 
scarcities and lowered standards of living. 

The economic recovery of Western European 
countries depends upon breaking through these 
vicious circles by increasing production to a point 
where exports and services can pay for the im- 
ports they must have to live. The basic problem 
in making Europe self-supporting is to increase 
European production. 

The sixteen nations presented in their report a 
recovery program designed to enable them, and 
Western Germany, to become economically self- 
supporting within a period of four years and there- 
after to maintain a reasonable minimum standard 
of living for their people without special help 
from others. The program rests upon four basic 
points : 

(1) A strong production effort by each of the 
participating countries. 

(2) Creation of internal financial stability by 
each country. 

(3) Maximum and continuing cooperation 
among the participating countries. 

(4) A solution of the problem of the participat- 
ing countries’ trading deficit with the American 
continents, particularly by increasing European 
exports. 

The nations represented on the European Com- 
mittee agreed at Paris to do everything in their 
power to achieve these four aims. They agreed 
to take definite measures leading to financial, eco- 
nomic and monetary stability, the reduction of 
trade barriers, the removal of obstacles to the free 
movement of persons within Europe, and a joint 
effort to use their common resources to the best 
advantage. 

These agreements are a source of great encour- 
agement. When the representatives of sixteen 
sovereign nations, with diverse peoples, histories 
and institutions, jointly determine to achieve 
closer economic ties among themselves and to break 
away from the self-defeating actions of narrow 
nationalism, the obstacles in the way of recovery 
appear less formidable. 
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The report takes into account the productive 
capacities of the participating nations and their 
ability to obtain supplies from other parts of the 
world. It also takes into account the possibilities 
of obtaining funds through the International Bank 
for Reconstruction and Development, through pri- 
vate investment, and in some instances by the sale 
of existing foreign assets. The participating 
countries recognized that some commodities, par- 
ticularly food, will remain scarce for years to come, 
and the diet they have set as their goal for 1951 
is less adequate in most cases than their pre-war 
diet. The report assumes that many countries will 
continue restrictions on the distribution of short- 
age items such as food, clothing and fuel. 

When all these factors had been considered, the 
European Committee concluded that there will 
still be a requirement for large quantities of food, 
fuel, raw materials and capital equipment for 
which the financial resources of the participating 
countries will be inadequate. With successful exe- 
cution of the European recovery program, this 
requirement will diminish in each of the four years 
ahead, and the Committee anticipated that by 1952 
Europe could again meet its needs without special 
aid. 


Appraisal of the European Problem 


The problem of economic recovery in Western 
Europe is basically of the character described in 
the report of the sixteen nations. A successful 
European recovery program will depend upon two 
essentials. The first is that each nation separately 
and all the nations together should take vigorous 
action to help themselves. The second essential is 
that sufficient outside aid should be made available 
to provide the margin of victory for the recovery 
program. 

The necessary imports which the sixteen coun- 
tries cannot finance without assistance constitute 
only a small proportion, in terms of value, of their 
total national production—some 5 per cent over 
the four years of the program. These imports, 
however, are of crucial importance in generating 
recovery. They represent the difference between 
ever-deepening stagnation and progressive im- 
provement. 

Most of the necessary outside aid, if it is to 
come at all, must come from the United States. 
It is a simple fact that we are the only nation with 
sufficient economic strength to bridge the tempo- 
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rary gap between minimum European needs and 
war-diminished European resources. 

We expect that other countries which have it 
within their power will also give what assistance 
they can to Europe. Canada, for example, has 
been lending assistance to Europe fully as great in 
proportion to its capacity as that which we have 
given. We also expect that the international in- 
stitutions, particularly the International Bank, 
will provide such assistance as they can within 
their charters; But the fact remains—only the 
United States can provide the bulk of the aid 
needed by Europe over the next four years. 

It is necessarily a complex and difficult task to 
determine the extent and nature of this aid. 

In some respects, the situation has changed sig- 
nificantly since the report of the sixteen countries 
was completed. Some of these changes have been 
unfavorable, including price increases in the 
United States and other countries where Europe 
makes purchases, a serious drought in Europe, and 
aggressive activities by communists and commu- 
nist-inspired groups aimed directly at the preven- 
tion of European recovery. 

There have also been favorable changes. In the 
last few months coal production in the Ruhr dis- 
trict of Western Germany has increased from 
230,000 tons a day to 290,000 tons a day. Simi- 
larly, coal production in the United Kingdom has 
risen markedly in recent weeks. Iron and steel 
production has correspondingly increased. Such 
increases in production, which lie at the heart of 
industrial recovery, are of far-reaching impor- 
tance. 

Further changes in the situation, now unpre 
dictable, are to be expected as European recovery 
progresses. 

All our plans and actions must be founded on the 
fact that the situation we are dealing with is flex- 
ible and not fixed, and we must be prepared to 
make adjustments whenever necessary. 

Weather conditions will largely determine 
whether agricultural goals can be met. 

Political events in Europe and in the rest of the 
world cannot be accurately foreseen. We must not 
be blind to the fact that the communists have an- 
nounced determined opposition to any effort to 
help Europe get back on its feet. There will un- 
questionably be further incitements to strike, not 
for the purpose of redressing the legitimate griev- 
ances of particular groups, but for the purpose 
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of bringing chaos in the hope that it will pave the 
way for totalitarian control. 

On the other hand, if confidence and optimism 
are reestablished soon, the spark they provide can 
kindle united efforts to a degree which would sub- 
stantially accelerate the progress of European 
recovery. 

Despite these many imponderables, the dimen- 
sions of the necessary assistance by the United 
States can now be determined within reasonable 
limits. We can evaluate the probable success of a 
bold concept of assistance to the European econ- 
omy. Wecan determine the principles upon which 
American aid should be based. We can estimate 
the probable magnitude of the assistance required 
and judge whether we can, safely and wisely, pro- 
vide that assistance. 

Extensive consideration has been given to these 
problems. Congressional committees and indi- 
vidual Members of the Congress have studied them 
at home and abroad during the recent Congres- 
sional recess. The report of the European nations 
has been carefully analyzed by officials of our Gov- 
ernment. Committees of the Executive Branch 
and a group of distinguished private citizens have 
given their best thought to the relationship be- 
tween Europe’s needs and our resources. 


Program for United States Aid 


In the light of all these factors, an integrated 
program for United States aid to European recov- 
ery has been prepared for submission to the 
Congress. 

In developing this program, certain basic con- 
siderations have been kept in mind: 


First, the program is designed to make genuine 
recovery possible within a definite period of time, 
and not merely to continue relief indefinitely. 

Second, the program is designed to insure that 
the funds and goods which we furnish will be used 
most effectively for European recovery. 

Third, the program is designed to minimize the 
financial cost to the United States, but at the same 
time to avoid imposing on the European countries 
crushing financial burdens which they could not 
carry in the long run. 

Fourth, the program is designed with due re- 
gard for conserving the physical resources of the 
United States and minimizing the impact on our 
economy of furnishing aid to Europe. 
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Fifth, the program is designed to be consistent 
with other international relationships and respon- 
sibilities of the United States. 
Siath, the administration of the program is de- 
signed to carry out wisely and efficiently this great 
enterprise of our foreign policy. 


I shall discuss each of these basic considerations 
in turn. 


Recovery—Not Relief 

The program is designed to assist the partici- 
pating European countries in obtaining imports 
essential to geniune economic recovery which 
they cannot finance from their own resources. It 
is based on the expectation that with this assist- 
ance European recovery can be substantially com- 
pleted in about four years. 

The aid which will be required from the United 
States for the first fifteen months—from April 1, 
1948, to June 30, 1949—is now estimated at $6.8 
billion. 

These funds represent careful estimates of the 
cost of the goods and services which will be re- 
quired during this period to start Europe on the 
road to genuine economic recovery. The Euro- 
pean requirements as they were stated in the Paris 
report have been closely reviewed and scaled down- 
ward where they appeared to include non-essentials 
or where limited supplies will prevent their full 
satisfaction. 

The requirements of the remaining three years 
of the program are more difficult to estimate now, 
but they are expected to decrease year by year as 
progress is made toward recovery. Obviously, 
price changes, weather and crop conditions and 
other unpredictable factors will influence the over- 
all cost of our aid. Nevertheless, the inherent 
nature of this enterprise and the long-range plan- 
ning necessary to put it into effect on both sides 
of the Atlantic require that this Government in- 
dicate its plans for the duration and the general 
magnitude of the program, without committing it- 
self to specific amounts in future years. The best 
estimates we can now make indicate that appro- 
priations of about $10.2 billion will be required for 
the last three years. 

I recommend that legislation providing for 
United States aid in support of the European re- 
covery program authorize the appropriation of 
$17 billion from April 1, 1948, to June 30, 1952. 
Appropriation for the period from April 1, 1948, 
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to June 30, 1949, should be made in time for the 
program to be put into effect by April 1, 1948. 
Appropriations for the later years should be con- 
sidered subsequently by the Congress on an annual 
- basis. 

The funds we make available will enable the 
countries of Europe to purchase goods which will 
achieve two purposes—to lift the standard of liv- 
ing in Europe closer to a decent level, and at the 
same time to enlarge European capacity for pro- 
duction. Our funds will enable them to import 
grain for current consumption, and fertilizer and 
agricultural machinery to increase their food pro- 
duction. They will import fuel for current use, 
and mining machinery to increase their coal out- 
put. In addition they will obtain raw materials, 
such as cotton, for current production, and some 
manufacturing and transportation equipment to 
increase their productive capacity. 

The industrial goods we supply will be pri- 
marily to relieve critical shortages at a few strate- 
gic points which are now curtailing the great pro- 
ductive powers of Europe’s industrial system. 

The fundamental objective of further United 
States aid to European countries is to help them 
achieve economic self-support and to contribute 
their full share to a peaceful and prosperous world. 
Our aid must be adequate to this end. If we pro- 
vide only half-hearted and half-way help, our 
efforts will be dissipated and the chances for polit- 
ical and economic stability in Europe are likely 
to be lost. 


Insuring Proper Use of United States Aid 


A second basic consideration with regard to this 
program is the means by which we can insure that 
our aid will be used to achieve its real purposes— 
that our goods and our dollars will contribute most 
effectively to European recovery. Appropriate 
agreements among the participating countries and 
with the United States are essential to this end. 

At the Paris conference the European nations 
pledged themselves to take specific individual and 
cooperative actions to accomplish genuine re- 
covery. While some modification or amplification 
of these pledges may prove desirable, mutual 
undertakings of this nature are essential. They 
will give unity of purpose and effective coordina- 
tion to the endeavors of the peoples of the sixteen 
nations. 
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In addition, each of the countries receiving aid 
will be expected to enter into an agreement with 
the United States affirming the pledges which it 
has given to the other participating countries, and 
making additional commitments. 

Under these agreements, each country would 
pledge itself to take the following actions, except 
where they are inapplicable to the country con- 
cerned : 


(1) To promote increased industrial and agri- 
cultural production in order to enable the partic- 
ipating country to become independent of ab- 
normal outside economic assistance. 

(2) To take financial and monetary measures 
necessary to stabilize its currency, establish or 
maintain a proper rate of exchange, and generally 
to restore or maintain confidence in its monetary 
system. 

(3) To cooperate with other participating 
countries to reduce barriers to trade among them- 
selves and with other countries, and to stimulate 
an increasing interchange of goods and services, 

(4) To make efficient use, within the framework 
of a joint program for European recovery, of 
the resources of the participating country, and to 
take the necessary steps to assure efficient use in 
the interest of European economic recovery of 
all goods and services made available through 
United States aid. 

(5) Tostimulate the production of specified raw 
materials, as may be mutually agreed upon, and 
to facilitate the procurement of such raw ma- 
terials by the United States for stockpiling pur- 
poses from the excess above the reasonable do- 
mestic usage and commercial export requirements 
of the source country. 

(6) To deposit in a special account the local 
currency equivalent of aid furnished in the form 
of grants, to be used only in a manner mutually 
agreed between the two governments. 

(7) To publish domestically and to furnish to 
the United States appropriate information con- 
cerning the use made of our aid and the progress 
made under the agreements with other participat- 
ing countries and with the United States. 


The United States will, of course, retain the 
right to determine whether aid to any country 
is to be continued if our previous assistance has 
not been used effectively. 
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Financial Arrangements 


A third basic consideration in formulating the 
program of United States aid relates to the finan- 
cial arrangements under which our aid is to be 
provided. 

One of the problems in achieving the greatest 
benefit from United States aid is the extent to 
which funds should be made available in the form 
of grants as contrasted with loans. It is clear 
that we should require repayment to the extent 
that it is feasible and consistent with the objec- 
tives of the program, in order that no unnecessary 
burden be imposed upon the people of the United 
States. It is equally clear that we should not 
require repayment where it would impose paralyz- 
ing financial obligations on the people of Europe 
and thus defeat the basic purpose of making 
Europe self-supporting. 

Recovery for Europe will not be achieved until 
its people are able to pay for their necessary im- 
ports with foreign exchange obtained through the 
export of goods and services. If they were to 
have additional burdens to bear in the form of 
interest and amortization payments in future 
years, they would have to plan for an even higher 
level of exports to meet these obligations. This 
would necessarily increase the requirements of the 
recovery program, and delay the achievement of 
economic stability. 

It is also important that an increasing portion 
of the financial needs of Europe be met by dollar 
loans from the International Bank, and by the 
revival of private financing. This prospect 
would be seriously jeopardized if the United States, 
as part of the recovery program, were to impose 
all that the traffic will bear in the form of debt 
obligations. 

I recommend that our aid should be extended 
partly in the form of grants and partly in the 
form of loans, depending primarily upon the 
capacity of each country to make repayments, and 
the effect of additional international debt upon 
the accomplishment of genuine recovery. No 
grants should be made to countries able to pay 
cash for all imports or to repay loans. 

At a later date it may prove desirable to make 
available to some of the European countries spe- 
cial loans to assist them in attaining monetary 
stability. I am not now requesting authorization 
for such loans, since it is not possible at this time 
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to determine when or to what extent such loans 
should be made. 

As economic conditions in Europe improve and 
political conditions become more stable, private 
financing can be expected to play an increasingly 
important role. The recommended program of 
United States aid includes provisions to encour- 
age private financing and investments, 

Impact of the United States Economy 

A fourth basic consideration is the effect of fur- 
ther aid for Europe upon the physical resources 
of the United States and upon our economy. 

The essential import requirements of the 270 
million people of Western Europe cover a wide 
range of products. Many of these requirements 
can be met by the United States and other countries 
without substantial difficulty. However, a num- 
ber of the commodities which are most essential 
to European recovery are the same commodities 
for which there is an unsatisfied demand in the 
United States. 

Sharing these commodities with the people of 
Europe will require some self-denial by the peo- 
ple of the United States. I believe that our people 
recognize the vital importance of our aid program 
and are prepared to share their goods to insure 
its success. 

While the burden on our people should not. be 
ignored or minimized, neither should it be exag- 
gerated. The program of aid to Europe which I 
am recommending is well within our capacity to 
undertake. 

Its total cost, though large, will be only about 
five percent of the cost of our effort in the recent 
war. 

It will cost less than three percent of our na- 
tional income during the life of the program. 

As an investment toward the peace and security 
of the world and toward the realization of hope 
and confidence in a better way of life for the fu- 
ture, this cost is small indeed. 

A committee under the chairmanship of the 
Secretary of the Interior was appointed last sum- 
mer to study the effect of a foreign aid program 
upon the natural resources of our country. Its 
study has shown that our resources can safely meet 
the demands of a program such as I am now rec- 
ommending. Such demands could not, however, 
be supplied indefinitely. Our program of aid to 
Europe recognizes this fact. Our exports to 
Europe will decrease during the succeeding years 
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of the program as trade is revived along realistic 
patterns which will make available from other 
sources an increasing share of Europe’s require- 
ments. 

Actually, our position with respect to some raw 
materials of which we have inadequate domestic re- 
sources will be improved since, under our program 
of aid to Europe, an increased amount of these 
materials will be made available to us. 

During recent months the Council of Economic 
Advisers made an intensive study of the impact of 
foreign aid on our domestic economy. The Coun- 
cil concluded that a program of the size now con- 
templated is well within our productive capacity 
and need not produce a dangerous strain on our 
economy. 

At the same time, a group of distinguished pri- 
vate citizens under the chairmanship of the Sec- 
retary of Commerce considered the extent and 
nature of foreign aid which the United States can 
and should provide. The conclusion of this group 
was that a program of the scope I am recom- 
mending is a proper, wise and necessary use of 
United States resources. 

The reports submitted to me by the Council of 
Economic Advisers and the committees under the 
chairmanship of the Secretary of the Interior and 
the Secretary of Commerce all emphasized that 
specific measures should be taken to prevent our 
foreign aid program from imposing unnecessary 
burdens on our economy. 

If the United States were to supply from its 
own production all the essential commodities 
needed to meet European requirements, unneces- 
sary scarcities and unnecessary inflationary pres- 
sures would be created within our economy. It is 
far wiser to assist in financing the procurement of 
certain of these commodities from other countries, 
particularly the other food-producing countries 
in the Western Hemisphere. The funds we make 
available to aid European recovery therefore 
should not be restricted to purchases within the 
United States. 

Under the proposed program of aid to Europe, 
the total exports to the whole world from this 
country during the next year are expected to be 
no greater than our total exports during the past 
twelve months. 

This level of exports will nevertheless have an 
important impact on our markets. The measures 


1240 





I have already proposed to the Congress to fight 
general domestic inflation will be useful, as well, 
in cushioning the impact of the European aid 
program. 

The effect of aid to Europe upon our economy, 
as well as its financial cost, will be significantly 
affected by the arrangements we make for meeting 
shipping requirements. 

The interest of the United States will be served 
best by permitting the sale or temporary transfer 
of some of our war-built merchant ships to the 
European countries. Because of world sted 
shortages, the sale or temporary transfer of ships 
should be linked with a reduction or deferment of 
the projected shipbuilding schedules of the par 
ticipating countries. These arrangements should 
be consistent with their long-range merchant 
marine requirements. They should also be con 
sistent with our long-range objectives of maintain- 
ing an adequate merchant marine and shipbuild 
ing industry for the United States. 

Making these vessels available to the European 
countries will materially reduce the cost of United 
States aid both by lowering shipping costs and by 
reducing the use of scarce materials for new ship 
construction overseas. 





Relationship to Other International Questions 


A fifth basic consideration is the relationship of 
our aid to the European recovery program to other 












international questions. 

I have already mentioned that the requirements 
and resources of Western Germany were include 
in the considerations of the sixteen countries # 
Paris. Our program of United States aid al» 
includes Western Germany. 

The productive capacity of the highly induw 
trialized areas of Western Germany can contrib 
ute substantially to the general cooperative effort 
required for European recovery. It is essential 
that this productive capacity be effectively ut 
lized, and it is especially important that the coil 
production of the Ruhr continue to increas 
rapidly. : 

Every precaution must of course be takel 
against a resurgence of military power in Get 
many. The United States has made clear on maly 
occasions its determination that Germany shall 
never again threaten to dominate Europe or e& 
danger the peace of the world. The inclusion d 
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Western Germany in the European recovery pro- 
gram will not weaken this determination. 


As an occupying power in Western Germany, 
the United States has a responsibility to provide 
minimum essentials necessary to prevent disease 
and unrest. Separate appropriations will be re- 
quested for this purpose for the period through 
June 30, 1949. 


Above this minimum level, amounts needed to 
assist in the rehabilitation of Western Germany 
are included in the over-all estimates for aid to 
European recovery. 

Another significant area of the world which has 
been considered in developing the recovery pro- 
gram is Eastern Europe. A number of the gov- 
ernments of Eastern Europe which were invited 
to participate in the work of the Paris Confer- 
ence on Economic Cooperation chose not to do so. 
Their failure to join in the concerted effort for 
recovery makes this effort more difficult and will 
undoubtedly prolong their own economic diffi- 
culties. 


This should not, however, prevent the restora- 
tion of trade between Eastern and Western Eu- 
rope to the mutual advantage of both areas. Both 
the report of the sixteen nations and the program 
now submitted to the Congress are based on the 
belief that over the next few years the normal pat- 
tern of trade between Eastern and Western Eu- 
rope will be gradually restored. As this restora- 
tion of trade is achieved, the abnormal demands on 
the Western Hemisphere, particularly for food 
and fuel, should diminish. 

The relationship between this program and the 
United Nations deserves special emphasis because 
of the central importance in our foreign policy of 
support of the United Nations. Our support of 
European recovery is in full accord with our sup- 
port of the United Nations. The success of the 
United Nations depends upon the independent 
strength of its members and their determination 
and ability to adhere to the ideals and principles 
embodied in the Charter. The purposes of the 
European recovery program are in complete har- 
mony with the purposes of the Charter—to insure 
a peaceful world through the joint efforts of free 
nations, Attempts by any nation to prevent or 
sabotage European recovery for selfish ends are 
clearly contrary to these purposes. 

It is not feasible to carry out the recovery pro- 
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gram exclusively through the United Nations. 
Five of the participating countries are not yet 
Members of the United Nations. Furthermore, 
some European Members are not participating in 
the program. 

We expect, however, that the greatest practi- 
cable use will be made of the facilities of the United 
Nations and its related agencies in the execution 
of the program. This view is shared by all the 
participating countries. 

Our intention to undertake a program of aid 
for European recovery does not signify any les- 
sening of our interest in other areas of the world. 
Instead, it is the means by which we can make the 
quickest and most effective contribution to the gen- 
eral improvement of economic conditions through- 
out the world. The workshops of Europe, with 
their great reservoir of skilled workers, must pro- 
duce the goods to support peoples of many other 
nations. 

I wish to make especially clear that our concen- 
tration on the task in Western Europe at this time 
will not lessen our long-established interest in 
economic cooperation with our neighbors in the 
Western Hemisphere. We are first of all a member 
of an American community of nations, in which 
cooperative action, similar to that which the 
European nations are now undertaking, is re- 
quired to increase production, to promote finan- 
cial stability, and to remove barriers to trade. 
Fortunately we in the Americas are further ad- 
vanced along this road, but we must not overlook 
any opportunity to make additional progress. 
The European recovery program will require pro- 
curement of supplies in many nations of this 
hemisphere. This will act as a stimulant to pro- 
duction and business activity and promote the re- 
establishment of world trade upon which the pros- 
perity of all of us depends. 


While our present efforts must be devoted pri- 


' marily to Western Europe, as the most important 


area in the world at this time for the future of 
peace, we also have a special concern for the war 
torn areas of Asia. In Japan and Korea, the 
United States has supplied extensive aid to sup- 
port life and commence reconstruction. Since the 
war’s end, we have provided China with varied and 
important assistance which has aided that nation 
substantially. 

The United States should continue to do all it 
appropriately can to assist in the restoration of 
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economic stability as a basis for recovery in the 
Far East. Extensive study has been given during 
the last few months to the means by which we 
might best aid in meeting the special needs for re- 
lief and rehabilitation in China. I expect to make 
recommendations on that subject to the Congress 
during its next session. 


Administrative Arrangements 


I have set forth several basic considerations 
which should govern our aid to the recovery of 
Europe. One further consideration which vitally 
affects all the others is the necessity for effective 
administrative arrangements adapted to the par- 
ticular requirements of the program. Ifthe work 
to be done is not well organized and managed, the 
benefits of our aid could be largely dissipated. 

The administration of our aid will involve the 
performance of several major functions. The 
needs of the participating countries must be re- 
viewed in close cooperation with them. Continued 
relationships must be maintained with the United 
Nations and with an organization of the partici- 
pating nations. The requirements for each com- 
modity or service under the program must be care- 
fully evaluated in relation to United States sup- 
plies and domestic needs and to the resources of 
other nations which can help. Decisions must be 
reached as to the best means of supplying aid and 
the conditions of aid for each country. Assistance 
must be given to facilitate the procurement, trans- 
portation, and efficient use of goods. A constant 
review must be maintained over the use of our aid 
and the execution of agreements. The results of 
the program must be evaluated and reported to all 
concerned—the President, the Congress, and the 
people. 

While these activities are complex, they are not 
comparable in magnitude or in character to our 
wartime supply activities. Under this program, 
most of the operations can be carried out through 
private channels and existing Government agen- 
cies. 

Nevertheless, the scope and importance of the 
program warrant the creation of a new organiza- 
tion to provide central direction and leadership. 
I therefore recommend the establishment of a new 
and separate agency, the Economic Cooperation 
Administration, for this purpose. It should be 
headed by an Administrator, appointed by the 
President and directly responsible to him. The 
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Administrator should be subject to confirmation 
by the Senate. 

The Economic Cooperation Administration will 
sponsor the European aid requirements as they are 
reviewed and adjusted, with other governmental 
agencies, to form a practical program in the light 
of available supplies and capacities. The Eco- 
nomic Cooperation Administration will be respon- 
sible for initiating the approved program project 
by project and nation by nation and for regula. 
tions as to supervision, cooperative assistance, and 
other policy matters which will guide the program 
at every point. In keeping with the importance 
and nature of its task, the new agency should have 
flexibility in the determination of operating 
methods, the use of funds, and the hiring of key 
personnel. 

The relationship of the Economic Cooperation 
Administration to the existing governmental es- 
tablishment is of crucial importance. In the 
determination of programs for the several coun- 
tries, the assessment of individual projects, and 
many other matters involving our activities 
abroad, the Economic Cooperation Administra- 
tion must work closely with the Department of 
State. Similarly, on many actions affecting our 
domestic economy the Administration must work 
with, rather than supplant, existing agencies. For 
example, the Department of Agriculture should 
be relied upon for any required government action 
in the procurement and allocation of food, and the 
Department of Commerce for the allocation of 
certain other commodities in short supply, and for 
continued administration of export controls. The 
facilities of these agencies will in some cases need 
to be strengthened, but no major changes in gov- 
ernmental organization to perform important 
domestic functions will be required. 

Under these circumstances, I expect that the 
Economic Cooperation Administration will need 
only a small staff. No vast new agency or corpo- 
ration is needed to perform functions for which 
government facilities now exist. 

It is essential to realize that this program is 
much more than a commercial operation. It rep- 
resents a major segment of our foreign policy. 
Day in and day out its operations will affect and 
be affected by foreign policy judgments. We shall 
be dealing with a number of countries in which 
there are complex and widely varying economic 
and political situations. This program will affect 
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our relationships with them in matters far beyond 
the outline of the program itself. Its administra- 
tion must therefore be fully responsive to our 
foreign policy. The Administrator must be sub- 
ject to the direction of the Secretary of State on 
decisions and actions affecting our foreign policy. 
The United States activities in Europe under 
the program will constitute essentially an exten- 
sion of our present relationships with the partici- 
pating countries. In order to maintain unity of 
United States representation abroad, our am- 
bassador in each country must retain responsi- 
bility for all matters requiring contracts with the 
government to which he is accredited, including 
operations under this program. Some additional 
personnel, technically qualified to perform spe- 
cialized functions arising out of the program, 
should be placed in the embassies to represent and 
carry out the responsibilities of the Economic 
Cooperation Administration abroad. 

In addition, I recommend that provision be 
made for a special United States Representative 
for the European Recovery Program. He would 
represent the United States at any continuing 
organization of the participating countries and 
he would exercise general coordination of our 
operations in Europe under the program. He 
should be appointed by the President, subject to 
confirmation by the Senate, and have Ambassa- 
dorial rank. Because of the joint interest of the 
Secretary of State and the Administrator in his 
activities, the special Representative must serve 
both as the President may direct. The activities 
of this Representative in promoting mutual self- 
help among the European nations will be of the 
utmost importance in achieving the success of the 
European recovery program. 

The administrative arrangements I have de- 
scribed are in keeping with the character of the 
job to be done and will provide the most efficient 
and economical means for its performance. 
Conclusion 

In proposing that the Congress enact a program 
of aid to Europe, I am proposing that this Nation 
contribute to world peace and to its own security 
by assisting in the recovery of sixteen countries 
which, like the United States, are devoted to the 
preservation of free institutions and enduring 
peace among nations. 

It is my belief that United States support of the 


December 28, 1947 





FOREIGN AID AND RECONSTRUCTION 


European recovery program will enable the free 
nations of Europe to devote their great energies 
to the reconstruction of their economies. On this 
depend the restoration of a decent standard of 
living for their peoples, the development of a 
sound world economy, and continued support for 
the ideals of individual liberty and justice. 

In providing aid to Europe we must share more 
than goods and funds. We must give our moral 
support to those nations in their struggle to re- 
kindle the fires of hope and strengthen the will 
of their peoples to overcome their adversities. We 
must develop a feeling of teamwork in our com- 
mon cause of combating the suspicions, preju- 
dices, and fabrications which undermine coopera- 
tive effort, both at home and abroad. 

This joint undertaking of the United States 
and a group of European nations, in devotion to 
the principles of the Charter of the United Na- 
tions, is proof that free men can effectively join 
together to defend their free institutions against 
totalitarian pressures, and to promote better 
standards of life for all their peoples. 

I have been heartened by the widespread sup- 
port which the citizens of the United States have 
given to the concept underlying the proposed aid 
to European recovery. Workers, farmers, busi- 
nessmen and other major groups have all given 
evidence of their confidence in its noble purpose 
and have shown their willingness to give it full 
support. 

I know that the Members of the Congress have 
already given much thoughtful consideration to 
the grave issues now before us. I know that the 
Congress will, as it should, consider with great 
care the legislation necessary to put the program 
into effect. This consideration should proceed as 
rapidly as possible in order that the program may 
become effective by April 1, 1948. It is for this 
reason that I am presenting my recommendations 
to the Congress now, rather than awaiting its re- 
convening in January. 

I recommend this program of United States sup- 
port for European recovery to the Congress in full 
confidence of its wisdom and necessity as a major 
step in our Nation’s quest for a just and lasting 


peace. 
Harry S. Truman 


Tue Wurre House 
December 19, 1947 
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The London Meeting of the Council of Foreign Ministers: 


November 25-December 15, 1947 


REPORT BY GEORGE C. MARSHALL’! 
Secretary of State 


The result of the recent meeting of the Council 
of Foreign Ministers in London was disappointing. 
I realize that the many lengthy statements and 
the frequent and fundamental disagreements were 
very confusing to the general public. Also, the 
continuous accusations against the good faith, the 
integrity, and the purposes of the governments of 
the western powers, particularly the United States, 
necessarily added greatly to the confusion. This 
was, as a matter of fact, one of the purposes of 
these attacks. 

I anticipated great difficulty in reaching a com- 
prehensive agreement, but I did have a hope that 
we might take three or four fundamental decisions 
which would permit immediate action by the Four 
Powers to alleviate the situation in Germany this 
winter and greatly improve the prospects for all 
of Europe. That we failed to reach any such 
agreements is the greatest disappointment. 

The United States Delegation went to London 
with an open mind, as I had stated we would in 
Chicago, but we went with a strong determination 
to bring to an end the division of Germany which 
has existed since the German capitulation. We 
were also determined that any agreement reached 
at London should be a genuine workable agree- 
ment, and not one which would immediately in- 
volve obstruction and frustration in the Allied 
Control Council when it came to be put into effect 
in Germany. 

I shall review only briefly the interminable dis- 
cussions during the weeks of debate at London. 
To us it was but a dreary repetition of what had 
been said and resaid at the Moscow conference. I 
shall endeavor, however, to point out the main is- 


* Broadcast from Washington over all major networks 
on Dec. 19, 1947, and released to the press on the same date. 
This report is also printed separately by the Department 
of State. 
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sues on which the Conference deadlocked and give 
you my estimate of the underlying reasons. 

The basic issue, as we saw it before the open- 
ing of the London conference, was whether or not 
the Allies could agree among themselves to re 
unite Germany. 

The issue in regard to the Austrian treaty was 
even simpler and had already emerged clearly at 
the Moscow conference. 

Because the two main issues which I have out- 
lined would be the controlling factors in our dis- 
cussions, three of the delegations had agreed that 
the Austrian treaty should be considered first and 
the economic principles to govern the treatment of 
Germany as an economic whole should come 
second. We felt that this order was logical and 
necessary if we were to debate with any prospect of 
success the remaining items on our agenda. The 
Soviet Delegation held a different view and in- 
sisted that questions on the preparation of a Ger- 
man peace treaty should be given precedence over 
the questions regarding immediate economic unity 
for Germany. 

In order to get the Conference started, it was 
finally agreed to accept the Soviet request that 
the preparation of a German peace treaty should 
be item two on the agenda. As a result, with the 
exception of one day of discussion of Austria and 
the Austrian treaty, it was not until after 10 days 
of meetings that the Conference really reached 
the heart of the German question. These first 10 
meetings were devoted to futile and somewhat ut 
real discussion of the mechanisms for the prepar®- 
tion of an eventual German peace treaty before the 
question of whether or not there was to be 8 
united Germany had even been considered. There 
was one question, however, of real substance dul 
ing this phase of the discussion which had a direct 
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application not only to a German peace treaty but 
also to the immediate situation in Germany. This 
was the question of the present and future fron- 
tiers of the German state. No serious considera- 
tion of a peace treaty could be undertaken without 
first considering what was to be the area of the 
future German state. Three delegations had al- 
ready expressed their agreement that the area of 
the Saar should be separated from Germany and 
integrated into French economy. Mr. Molotov 
refused to commit his Government on this point. 

On this vital matter of frontiers, three delega- 
tions agreed to the establishment of a frontier com- 
mission or commissions to make an expert study 
of any proposed changes from the prewar fron- 
tiers. Mr. Molotov refused to agree. It was im- 
possible for me to reconcile his urgent insistence 
upon the necessity of expediting the preparation 
for a German peace treaty with his categoric re- 
fusal to agree to the appointment of boundary 
commissions, which three delegations considered 
to be an absolutely essential first step in any serious 
preparation for a future German peace settlement. 

Many other questions concerning the actual 
preparation of any peace treaty were discussed 
without agreement. 

It was during this stage of the debate that Mr. 
Molotov insisted that the Four Powers should 
agree upon the immediate establishment of a Ger- 
man central government. Although the United 
States had been, I believe, the first of the four 
occupying countries to suggest at Moscow the desir- 
ability for the earliest possible establishment of a 
German provisional central government, it was 
obvious that until the division of Germany had 
been healed and conditions created for German 
political and economic unity, any central govern- 
ment would be a sham and not areality. This view 
was shared by the other western delegations but 
to Mr. Molotov was completely unacceptable. 
This was the first clear evidence of his purpose 
to utilize the meeting as an opportunity for propa- 
ganda declarations which would be pleasant to 
German ears. 

After several days of consideration by the 
deputies, the Austrian treaty was again brought 
to the conference table on December 4, The sole 
issue discussed was the determination of what 
were the true German assets in eastern Austria 
to which the Soviet Union was fully entitled by 
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the Potsdam agreement. This had been the 
stumbling block in reaching final agreement on the 
treaty draft, and it was an issue which would de- 
termine whether or not Austria would be under 
such complete economic domination by the Soviet 
Union that it would be virtually a vassal state. 

The French had endeavored to break the im- 
passe by submitting a compromise proposal, but 
this was categorically refused by the Soviet Dele- 
gate. In the last hour of the final session of the 
Conference, Mr. Molotov indicated an apparent 
willingness to accept a percentage reduction in 
the Soviet claims, without specifying the actual 
amount involved in his proposal. The matter was 
immediately referred to the deputies, and I was 
informed just prior to my departure from Eng- 
land that the Soviet Government would submit 
later a detailed proposition. 

It was not until the tenth meeting that the Con- 
ference finally came to the heart of the problem— 
to a consideration of the harsh realities of the 
existing situation in Germany. 

Several more days were to elapse, however, be- 
fore the Council really came to grips with these 
realities. Discussions of procedure—of what 
document to discuss—again intervened to delay 
our work. However, on Monday, December 
eighth, the procedural issues were resolved, and 
the Council began the consideration of the funda- 
mental issues which eventually led to the adjourn- 
ment of the session without agreement. 

I shall endeavor to indicate briefly what those 
issues were without reciting the involved and pro- 
longed discussions over individual items. 

The general issue was simple. It was whether 
or not Germany was to continue divided or 
whether the Allies could agree to recreate a unified 
Germany. Unless this could be achieved, all other 
questions relating to Germany would remain 
academic. 

What then were the particular obstacles to the 
achievement of German economic and political 
unity? 

The United States Delegation considered that 
there were certain fundamental decisions which 
the four occupying powers should take if German 
unity was to be achieved. These were: 


1, The elimination of the artificial zonal bar- 
riers to permit free movement of persons, ideas, 
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and goods throughout the whole territory of Ger- 
many. 

2. The relinquishment by the occupying powers 
of ownership of properties in Germany seized 
under the guise of reparations without Four Power 
agreement, 

8. A currency reform involving the introduction 
of new and sound currency for all Germany. 

4. A definite determination of the economic 
burdens which Germany would be called upon to 
bear in the future, that is, the costs of occupation, 
repayment of sums advanced by the occupying 
powers, and reparations. 

5. An over-all export-import plan for all of 
Germany. 


When these basic measures have been put into 
effect by the occupying powers, then the establish- 
ment under proper safeguards of a provisional 
government for all Germany should be undertaken. 

Reparations soon emerged as a key issue. For 
the benefit of those not fully familiar with past 
negotiations on this subject, I wish to explain that 
a definite agreement had been concluded two years 
ago at Potsdam that reparation payments would 
be made by the transfer of surplus capital assets, 
that is, factories, machinery, and assets abroad, 
and not by payments from time to time out of the 
daily output of German production. One reason 
for this decision was to avoid an issue that would 
continue through the years between Germany and 
the Allies and between the Allies themselves con- 
cerning her ability to pay and the actual value 
of payments which had been made in goods. Also, 
it was clearly evident that for many years Germany 
would be involved in a desperate struggle to build 
up sufficient foreign trade to pay for the food and 
other items on which she will be dependent from 
outside sources. The best example of this phase 
of the situation that I can give is the present neces- 
sity for Great Britain and the United States to 
pay out some 700 millions a year to prvvide the 
food and other items to prevent starvation and 
rather complete disintegration of that portion of 
Germany occupied by our forces. 

In other words, reparations from current pro- 
duction—that is, exports of day-to-day German 
production with no return—could be made only if 
the countries at present supplying Germany— 
notably the United States—foot the bill. We put 
in and the Russians take out. This economic 


1246 





truth, however, is only one aspect of Soviet repara- 
tion claims. In the eastern zone of Germany the 
Soviet Union has been taking reparations from 
current production and has also, under the guise 
of reparation, seized vast holdings and formed 
them into a gigantic trust embracing a substantial 
part of the industry of that zone. This has re- 
sulted in a type of monopolistic strangle hold 
over the economic and political life of eastern 
Germany which makes that region little more than 
a dependent province of the Soviet Union. A 
very strong reason, in my opinion, for our failure 
to agree at London was the Soviet determination 
not to relax in any way its hold on eastern Ger- 
many. Acceptance of their claims for reparations 
from current production from the western zones 
would extend that strangle hold over the future 
economic life of all Germany. 

The Soviet position was nowhere more clearly 
indicated than by Mr. Molotov’s categoric refusal 
to furnish the Council of Foreign Ministers with 
information concerning the reparations already 
taken from the eastern zone, or indeed any infor- T 
mation at all concerning the situation there, until 
full agreements had been reached. In effect we 
were to tell them what has occurred in the western 
zones, which we had already done, and they tell 
us nothing. That refusal to provide information 
absolutely essential for decisions as to the organi- 
zation of German unity would by itself have made | y 
any agreement impossible. A remarkable illustra- |) ay 
tion of the Soviet position in this matter was their 
carping criticism of the economic procedure in our 
zones, which we freely publish for the world to] , 
read, while virtually in the same breath blandly 
refusing to provide any data at all concerning | j, 
their zone. 

It finally became clear that we could make no 
progress at this time—that there was no apparent 
will to reach a settlement but only an interest in 
making more and more speeches intended for an- 
other audience. So I suggested that we adjourn. § ™ 
No real ground was lost or gained at the meeting, 
except that the outlines of the problems and the § ™ 
obstacles are much clearer. We cannot look for- | f 
ward to a unified Germany at thistime. We must § re 
do the best we can in the area where our influence | de 
can be felt. Ww: 

All must recognize that the difficulties to be § of 
overcome are immense. The problems concerned | se 
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with the treaty settlements for Italy and the satel- 
lite countries were simple by comparison, since 
none of those countries were divided into zones of 
occupation and all of them had an existing form 
of government. Germany by contrast is subdi- 
vided into four pieces—four zones. No trace of 
national government remains. 

There is another and I think even more funda- 
mental reason for the frustration we have en- 
countered in our endeavor to reach a realistic 
agreement for a peace settlement. In the war 
struggle Europe was in a large measure shattered. 
As a result a political vacuum was created, and 
until this vacuum has been filled by the restoration 
of a healthy European community, it does not 
appear possible that paper agreements can assure 
a lasting peace. Agreements between sovereign 
states are generally the reflection and not the cause 
of genuine settlements. 

It is for this very reason, I think, that we en- 
countered such complete opposition to almost 
every proposal the western powers agreed upon. 
The Soviet Union has recognized the situation in 
its frank declaration of hostility and opposition 
to the European Recovery Program. The success 
of such a program would necessarily mean the es- 
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tablishment of a balance in which the 16 western 
nations, who have bound their hopes and efforts 
together, would be rehabilitated, strong in forms 
of government which guarantee true freedom, 
opportunity to the individual, and protection 
against the terror of governmental tyranny. 

The issue is really clear-cut, and I fear there can 
be no settlement until the coming months demon- 
strate whether or not the civilization of western 
Europe will prove vigorous enough to rise above 
the destructive effects of the war and restore a 
healthy society. Officials of the Soviet Union and 
leaders of the Communist Parties openly predict 
that this restoration will not take place. We on 
the other hand are confident in the rehabilitation 
of western European civilization with its freedoms. 

Now, until the result of this struggle becomes 
clearly apparent, there will continue to be a very 
real difficulty to resolve, even on paper, agreed 
terms for a treaty of peace. The situation must 
be stabilized. Western nations at the very least 
must be firmly established on a basis of govern- 
ment and freedoms that will preserve all that has 
been gained in the past centuries by these nations 
and all that their cooperation promises for the 
future. 


STATEMENTS BY SECRETARY MARSHALL 


United States Reiterates Hope for Unified Germany 
and Austrian Independence: 


[Released to the press December 15] 

The United States came to this Conference to 
work for a comprehensive settlement which would 
overcome the present division of Germany. It 
hoped to obtain agreement on a treaty for Austria 
and the reestablishment of that country as a free 
and independent state. 

As regards Germany the United States sought 
to achieve at this meeting a solution which would 
revive German economy through economic unity, 
thus enabling Germans to contribute to the resto- 
ration of Europe, which has so grievously suffered 
from German aggression. The United States 
recognized that Germany in its present state of 
destitution would require outside assistance and 
was prepared to accept a fair share of the burden 
of such aid until a unified Germany could become 
self-sustaining. 
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The Soviet Delegation, Friday evening 
(December 12), put forth a statement regarding 
reparations which, to put it in the simplest of 
terms, is not at all acceptable to the United States 
Delegation. That is the situation as I now under- 
stand it. 


Soviet Disagreement on Fundamental Principles 
for Germany: 


[Released to the press December 15] 

We have reached quite evidently a fundamental 
difference regarding the question of reparations. 
Mr. Molotov’s last statement seemed to me a 
repetition of statements which we largely felt were 
without foundation. Now at the expense of some 
repetition of the views Mr. Bevin has just stated, 


* Made at the beginning of the discussion on Dee. 15, 
1947, at the London meeting. 

* Statement made after Foreign Minister Bevin had 
spoken on Dec. 15 at the London meeting. 
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I would like to review the situation as it is seen 
by the United States Delegation. 

The United States hoped there would emerge 
from this Conference the beginnings of a united 
and self-respecting Germany which could find its 
way back to peace and freedom and achieve its 
own well-being and redemption through coopera- 
tive effort with other European countries. 

The United States had even higher hopes for an 
Austrian settlement. 

It will be useful, I think, at this point to see just 
where we are. 

We have failed to reach agreement on a treaty 
for Austria because the Soviet Union has de- 
manded for itself properties and special privileges 
in Austria in an amount and to an extent which 
far exceed any rightful claims and which far ex- 
ceed what a free Austria can afford. If Soviet 
claims were admitted, it would be at the price of 
Austrian independence and in violation of past 
agreements, 

At Moscow the United States, the United King- 
dom and France, although differing in some de- 
tails, found a common basis for agreement on the 
essential unagreed article in the Austrian treaty— 
the problem of German assets. The Soviet Union 
was in disagreement. To resolve our differences 
we appointed a treaty commission which for five 
months conferred in Vienna last summer. Again 
three delegations found a common approach. 
Again the Soviet Union was in disagreement. At 
the present meeting the French Delegation pre- 
sented a new proposal for a concrete settlement 
which sought to avoid the problems that had pre- 
vented agreement. To three delegations that pro- 
posal appeared to present a practical basis for set- 
tlement. On December 4 it was rejected by Mr. 
Molotov, who added that he had no new proposals 
to make on the subject. Thus the Soviet Delega- 
tion has persistently blocked agreement by reason 
of its unjustified demands on Austria. 

As regards Germany, taking first the subject of 
frontiers, we have been unable to agree on what 
we mean by Germany. Three delegations are in 
accord that the Saar territory should be detached 
from Germany and economically integrated with 
France. The Soviet Union does not agree. 

With respect to the eastern boundary of Ger- 
many, the Potsdam protocol clearly provided that 
the “final delineation of the western frontier of 
Poland should await the peace settlement”. 
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The United States believes that an effort should 
be made to establish a frontier which, while it 
would compensate Poland, would not become a 
formidable economic barrier preventing Germany 
access to food and raw materials from this eastern 
area upon which it has heavily depended. 

Three of the delegations agree that boundary 
commissions be at once established to examine 
frontier questions. The Soviet Union rejects this 
proposal. So we neither agree on what Germany 
is to be nor do we agree on establishing commis- 
sions to study these vital boundary problems. 

In examining the discussions on economic prin- 
ciples, we have progressed only in agreeing to 
procedures without substance. 

We have failed to reach agreement on sharing 
of the financial burdens. An ostensible agreement 
on the equitable distribution of indigenous re- 
sources is deprived of all meaning by the Soviet 
demand for a continuation of present Soviet with- 
drawals of current German production for 
reparations. 

The Soviet Union has refused to furnish vitally 
necessary information with respect to reparations 
removals. Thus we have been asked to reach agree- 
ment while information essential to such agree- 
ment is withheld by the Soviet representatives. 

The Soviet Delegation has refused to agree to 
the relinquishment of property interests in Ger- 
many unilaterally seized under guise of repara- 
tions. As matters now stand a large share of the 
produce of the eastern zone of Germany is drawn 
off for the Soviet account. An important part of 
its industry has been placed in a gigantic Soviet 
trust which enjoys special privilege and which is 
put above German law, presumably in perpetuity. 


These Soviet practices in eastern Germany have | 


prevented Germany from playing its part in the 
recovery of Europe. In fact they have greatly 
increased the necessity for the outside aid pro- 
vided by the United States and the United 
Kingdom to enable western Germany to live. 
Nevertheless, the Soviet representatives have 
chosen to charge that this aid has as its purpose 
to use western Germany as a “strategic base against 
the democratic states of Europe” and to advance 
“expansionist aims.” Apart from the complete 
absurdity of these charges, to discontinue this aid 
to some 40 million Germans in the U.S. and U.K. 
zones until they have become self-supporting 
would doom them to mass starvation. 
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The Soviet Union demands reparations for 
itself and Poland of 10 billion dollars at 1938 
values, which is at least 15 billion dollars today. 
These reparation payments to an undisclosed 
degree would take the form of current production 
over 20 years. This demand is not in accordance 
with the Potsdam agreement. It is utterly im- 
possible of achievement on practical economic 
grounds. It implies the establishment of an eco- 
nomic power so comprehensive that it would be in 
reality a power of life and death over any German 
government. 

It was accepted by all at Moscow that full agree- 
ment on economic principles was essential to the 
establishment of political unification. We are un- 
able to agree on what shall be the area of the Ger- 
man economy; we cannot agree how to make 


, German resources available to Germany as a whole, 


a condition prerequisite to the revival of German 
economy; we are confronted with a demand for 
reparations in excess of the Potsdam agreement 
which would make a German government sub- 
servient to its reparations creditor. Itis therefore 
clear that agreement can be reached only under 
conditions which would not only enslave the Ger- 
man people but would seriously retard the recovery 
of all Europe. 

If real economic unity could have been estab- 
lished, the United States would have been ready 
for the German people to be immediately ac- 
corded, under agreed controls, self-government 
with the authority, responsibility, and initiative 
this entails. But free government cannot succeed 
under conditions of economic serfdom. True po- 
litical and economic unity would require a free 
movement of goods, persons, and ideas through- 
out Germany and the establishment of a rule of 
law and political freedom which the occupying 
powers themselves would respect. 

A German government of any type established 
to function in present conditions and under the 
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supervision of a control council reflecting these 
basic disagreements would be powerless. In such 
circumstances a German government would be only 
a facade, and its establishment would subtract 
from rather than add to a real union of the Ger- 
man people. It is useless to debate the character- 
istics of a German government when actual gov- 
ernmental power would be elsewhere. 

The simple fact is, the present division of Ger- 
many has been caused by the policies and prac- 
tices of the occupying powers themselves. Only 
the occupying powers can create German unity in 
the present circumstances. That is why the 
United States has consistently pressed for certain 
fundamental decisions by the occupying powers 
themselves as the absolutely essential first step for 
the achievement of a unified Germany. 

Three delegations at this conference have regis- 
tered their willingness to take these decisions here 
and now. The Soviet Union alone refuses to agree. 

In view of these facts, it seems impossible at this 
time to make practical progress. Therefore, I re- 
luctantly conclude that no useful purpose would be 
served by a debate on the other points on our 
agenda; and I suggest that the Council of For- 
eign Ministers might now consider adjournment 
of this session. 


Proposal for Adjournment: 
[Released to the press December 15] 
I proposed the adjournment, Mr. Chairman. I 
therefore do not think I have to express myself 
again. When we meet again, I hope that it will 
be in an atmosphere more conducive to the set- 
tlement of our differences. 


* Secretary Marshall’s proposal for adjournment was 
agreeable to the French Delegation, following which Mr, 
Bevin raised the question of the Austrian treaty and 
whether it should be sent to the deputies for further study. 
It was so decided. Mr. Bevin then called for discussion 
of the motion to adjourn and Secretary Marsball made 
the remarks above printed. 


1249 











INTERNATIONAL ORGANIZATIONS AND CONFERENCES 


First Inter-American Congress of Directors of 


Tourism and Immigration 


ARTICLE BY GEORGE P. SHAW 


Delegates from 20 of the American republics to 
the First Inter-American Congress of Directors 
of Tourism and Immigration met in Panama, Re- 
public of Panama, August 4 to August 9, 1947. 
There were nine observers representing the Pan 
American Union, International Civil Aviation 
Organization (Icao), American Automobile As- 
sociation, International Air Transport Associa- 
tion, Air Transport Association of America, and 
similar private organizations interested in trans- 
portation and tourist travel, as well as 11 repre- 
sentatives, observers from Panamanian chambers 
of commerce, service clubs, associations, travel 
groups, and transportation companies. 

The calling of the Congress was authorized by 
the President of Panama in decree 963 of April 
19, 1947, for the stated purpose of consideration 
and agreement upon means tending to develop and 
facilitate, through uniform legislation on the sub- 
ject, the movement of inter-American travelers. 
Although the Congress was convoked for the gen- 
eral purpose stated, the emphasis during the ses- 
sions was on the discussion of bona fide tourist 
traffic and the adoption of an inter-American tour- 
ist card. Early in the discussions it became ap- 
parent that the meeting was really based on pro- 
posals for the facilitation of tourist traffic which 
had been made in various inter-American con- 
ferences and congresses since 1920. 

The inaugural address of the Congress was 
made on August 4 by Ricardo J. Alfaro, Minister 


for Foreign Affairs of Panama, The permanent 
President was Dr. Manuel J. Méndez G., Second 
Secretary of the Panamanian Foreign Office. 

Three principal conmmittees were named by 
the Congress as follows: 


Committee on the Tourist Card 
Committee on Tourism 
Committee on Immigration 


The first committee was the most important. 
The principal discussions of the Congress were on 
the subject of tourist cards. The consensus among 
the delegates was in favor of action on the prin- 
cipal point, namely, the substitution of an inter- 
American tourist card for existing passports and 
visas for bona fide tourists. The United States 
Delegation stated at the first plenary session its 
position concerning this matter and made clear the 
fact that, under present conditions and existing 
legislation and regulations, the United States 
would have to continue the enforcement of its 
present requirements for the presentation of pass- 
ports, or documents in lieu of passports, and visas 
by travelers to the United States. It was reiter- | 
ated during the other plenary sessions and in com- 
mittee meetings that in principle the United States 
favored simplification of passport and visa pro- 
cedure and elimination, so far as possible, of re- 
strictions on nonimmigrant travel. 

It was pointed out by the United States Dele- 
gation to the Congress that the United States has 
in recent months taken important steps in the 
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matter of simplification of documentation in con- 
nection with nonimmigrant travel; and it was 
further stated that, as a matter of fact, the pro- 
posed inter-American tourist card and its accom- 
panying landing card offered little or no advantage 
over the simplified and streamlined, postcard size, 
nonimmigrant form 257 now used by the Depart- 
ment of State and the United States Immigration 
Service for nonimmigrant travelers. 

It was proposed by the United States Delega- 
tion that any facilities which might be extended 
to bona fide tourists should be extended also to 
other nonimmigrant travelers, particularly to per- 
sons traveling for reasons of business or commer- 
cial negotiations. It was pointed out that this 
principle had been approved in the Meeting of 
Experts on Passport and Frontier Formalities 
called by the United Nations to prepare for the 
World Conference on Passport and Frontier For- 
malities held in Geneva, Switzerland, April 14 to 
April 25, 1947. Regardless of precedents and ar- 
guments presented, the Congress went on record 
by a majority vote as recommending that the fa- 
cilities proposed to be extended through the inter- 
American tourist card should be granted only to 
bona fide tourists and definitely not to other non- 
immigrant travelers. 

The accomplishments of the Congress were a 
series of recommendations to be presented through 
the Panamanian Foreign Office and through the 
Pan American Union to the various American 
republics concerned as well as to the Dominion 
of Canada for possible adoption. The principal 
recommendations of the Committee on the Tourist 
Card were: 


1. That an inter-American tourist card be 
adopted immediately by the 21 American republics 
and the Dominion of Canada; 

2. That the tourist card replace passports and 
visas and be issued for the exclusive use of bona 
fide tourists; , 

3. That the tourist card be issued by the govern- 
ments concerned and their authorized agents ; 

4, That the tourist card issued by any nation 
be valid for travel in all the other American 
republics and the Dominion of Canada when such 
countries had adopted the proposed tourist-card 
system ; 

5. That countries adopting the card issue it 
solely to their own citizens; 
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6. That each country adopting the card admit . 
into its territory the nationals of any other Ameri- 
can country to whom a card had been issued, with- 
out additional requirements ; 

7. That each country issuing the tourist card 
guarantee the reentry into its own territory of its 
own citizens to whom such card had been issued. 

8. That the tourist card be issued upon certifi- 
cates as to health, good conduct, economic solvency, 
and proof of nationality ; 

9. That the tourist card have a uniform format 
which was specified in the recommendation and 
which would satisfactorily identify the traveler as 
well as the issuing official and that the card be valid 
for six months, renewable for additional periods of 
the same length (the validity of the card was made 
for six months; the recommendation of the United 
States Delegation was that it be made valid for 
two years, to be consistent with the recently initi- 
ated practice of the Department of State of giving 
nonimmigrant visas such validity and as recom- 
mended in the Geneva meeting of experts in April 
of this year) ; 

10. That a uniform tourist card be drawn up 
by the Pan American Union according to specifica- 
tions set out in the resolution and presented to the 
various nations for adoption; 

11. That the acceptance of a tourist card imply 
the obligation of the bearer to comply with the 
laws of the country he proposes to visit and not 
to intervene directly or indirectly in its internal 
politics ; 

12. That the right of American nations to 
celebrate bilateral or multilateral agreements giv- 
ing greater facilities in transit and visit, and exist- 
ing agreements giving greater advantages, not be 
invalidated ; 

13. That the interested nations sign and ratify 
a convention legalizing the use of the card in the 
shortest possible time. 


The United States Delegation proposed and the 
Congress approved a resolution that all fees in 
connection with the issuance of visas or tourist 
cards for temporary visitors be waived on a basis 
of reciprocity. It will be noted that this recom- 
mendation is in accordance with the present policy 
of the United States Government to enter into 
reciprocal bilateral agreements for the elimination 
of visa fees, and it will be observed also that the 
resolution covered visa fees for all temporary 
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visitors, as that term was defined in another resolu- 
tion also presented by the United States Delegation 
defining the terms temporary visitors and immt- 
grants. 

The Committee on Tourism presented recom- 
mendations which were approved by the Congress, 
providing in general : 

1. That tourist travel throughout the Americas 
and the Dominion of Canada be encouraged ; 

2. That specific measures for the development 
of tourist travel be adopted, such as the preserva- 
tion of historic monuments, the completion of the 
Pan American Highway, preference for highways 
near national monuments, increased accuracy in 
tourist propaganda, facilities for transporting 
automobiles and the elimination of customs duties 
thereon, the establishment of national tourist agen- 
cies and automobile associations, the construction 
of additional hotels and negotiation of long-term 
loans for that purpose, and a uniform inter-Ameri- 
can code of tourism to be compiled by the American 
Institute of International Law; 

3. That the final act of the First Inter-American 
Congress of Directors of Tourism and Immigra- 
tion be referred to the coming Third Pan Ameri- 
can Travel Congress, to be held in Buenos Aires in 
the spring of 1948, with a view to the adoption and 
reinforcing of its resolutions by that Congress. 


The Committee on Immigration formulated 
brief resolutions recording the fact that the Con- 
gress viewed with sympathy and recommended the 
review and simplification of all laws and proce- 
dures involving documentation for travel, includ- 
ing the travel of immigrants; the removal of un- 
necessary restrictions, so far as possible; and the 
adoption, in general, of the documentation recom- 
mended by the Meeting of Experts for the prepara- 
tion of a World Conference on Passports and Fron- 
tier Formalities held in Geneva in April 1947. 

A resolution was passed to record that the Con- 
gress viewed with sympathy immigration into the 
Western Hemisphere of citizens of countries “such 
as democratic Italy”. 

Although decree 963 authorized that a Congress 
of Directors of Tourism and Immigration be con- 
voked, the Congress was immediately referred to 
as the “First Inter-American Congress of Directors 
of Tourism and Immigration” without any action’s 
having been taken on the adoption of that name. 
A motion was presented in the Congress for the 








calling of a second congress in this series, but a 
statement by the observer representing the Pan 
American Union, who pointed out that the ap- 
proaching Third Travel Congress at Buenos Aires 
would deal with the problems under discussion, 
caused the delegates to defeat the motion for the 
calling of a Second Inter-American Congress of 
Directors of Tourism and Immigration. 

The 33 resolutions passed by the Congress were 
incorporated into the final act, which was signed 
in solemn session in the assembly hall of the Na- 
tional University at Panama on the evening of 
August 9. Nineteen of the delegations signed 
without reservations. Paraguay was not repre- 
sented. The United States Delegate signed the 
final act with the following reservation: 


“The Delegation of the United States of America 


interpreting the sentiments of its Government, ‘ 


views with sympathy the efforts which the coun- 
tries of America, members of the Pan American 
Union, are making through recommendations of 
the First Inter-American Congress of Directors of 
Tourism and Immigration to remove restrictions 
and simplify procedure and thus facilitate the 
movement of tourists, native-born and naturalized, 
of each of the countries; however, in subscribing 
to the Final Act of the Congress this delegation, in 
order to leave the position of its country clearly 
defined, and due to existing statutes and regula- 
tions of its country and the necessity of close con- 
trol abroad of travelers to the United States, must 
sign with a reservation that the United States of 
America finds it necessary for the present to re- 
quire passports, or documents in lieu of passports, 
such as the Inter-American Tourist Card, and ap- 
propriate visas of travelers applying for admis- 
sion to the United States. 

“Therefore, this delegation takes the liberty of 
submitting this statement to be incorporated in 
the record.” 


The Secretariat of the Congress, composed of of- 
ficials and personnel of the Foreign Office of the 
Government of Panama, has undertaken to pre- 
pare the report of the Congress for publication, in- 
cluding the final act, in Spanish, English, Portu- 
guese, and French and to distribute it to the 21 
American republics and the Dominion of Canada. 

Closing remarks were made by Benjamin Roca 
Muelle, the Peruvian Delegate, and Antonio Pino 
R., Minister of Agriculture, Commerce, and In- 
dustry of Panama. 
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THE RECORD OF THE WEEK 


Foreign Policy and the Democratic Process 


BY FRANCIS H. RUSSELL’ 
Director, Office of Public Affairs, Department of State 


As I passed Dunster House on my way here this 
evening, I was reminded of an ancestor of mine 
who spent several months in jail. His crime was 
preaching the Baptist faith in a day when Congre- 
gationalism was the preferred religion—preferred 
not only by the theologians but also by the courts. 
For the same insistent adherence, a member of his 
church was removed from a job which he had 
graced for 14 years. The churchman was Henry 
Dunster. The job was the founding and first 
presidency of Harvard. 

If there is any moral to be drawn from this bit 
of historical flotsam it is, I suppose, that our civili- 
zation has gone through the stage of its develop- 
ment when intellectual curtains—iron or silken— 
are to be tolerated, and our yearning to go forward 
is offended by any suggestion that “progress” re- 
quires us to go through that stage again. Perhaps 
it is necessary for all peoples to go through the 
adolescence of civilization, but certainly some- 
thing is to be gained by knowing what is adoles- 
cence and what is maturity. 

The pattern of life that we know as democracy 
is the present product of centuries of trials and 
errors. History has been our cradle. It can be 
our guide—but it cannot be our limousine. Our 
way of life will survive in today’s bitter ideologi- 
cal controversy only if it continues to provide bet- 
ter answers than any other system. Since democ- 
racy is engaged in a life or death competition— 
life or death, in all probability, not only for our 
way of life but for us as well—it is mere com- 
mon prudence to check over from time to time the 
elements that make our system function and see 
that they are in a healthy state—such things as 
education, a constant flow of truthful informa- 
tion, widespread discussion, and a maximum de- 
velopment of the intellectual and moral resources 
of every person, 

We shall need an adequate sense of responsi- 
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bility on the part of those upon whom responsi- 
bility rests. In this country, for instance, our news- 
papers are not only responsible for purveying the 
news and for editorializing, but they are also re- 
sponsible for performing, to a large extent, a func- 
tion that in such a country as England rests in 
Parliament—the examining of the Executive 
Branch of the Government both to elicit informa- 
tion and to subject to careful scrutiny the sound- 
ness of the Government’s policies. Obviously such 
a function must be carried out with an eye to the 
national welfare as well as to the headlines, 

Another vital function of our democracy is 
carried on in a way that is not referred to in any 
constitution. That is the function of public dis- 
cussion; not mere listening and absorption of 
facts but the sharp appraisal of views, the give 
and take of debate, and the arriving at a con- 
sensus. In earlier days it was done largely 
through town meetings that went on in every town 
and hamlet. Now it takes place to an increasing 
extent through chambers of commerce, labor 
groups, farm organizations, education and pro- 
fessional societies, women’s clubs, foreign-affairs 
associations—organizations having all kinds of 
basic interests, all knowing that their interests 
are related in one degree or another to foreign- 
affairs developments. 

The fact is that a little-noticed revolution in 
the way in which we do our national thinking is 
being carried out by the thousands of men and 
women throughout the country who, by their par- 
ticipation and work in organized groups, consti- 
tute a major force in developing and expressing 
a body of opinion on questions of foreign policy. 
The interest that gave rise to this movement be- 
came noticeably apparent during the first World 


1An address delivered at Harvard University, Cam- 
bridge, Mass., on Dec. 4, 1947. 
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War. It was stimulated to further growth by 
the debates over American participation in the 
League of Nations and by concern over the ex- 
pansion of totalitarianism during the thirties. 
The recent war and its aftermath provided 
another impetus to this grass-roots concern with 
international affairs. Its recent growth is indi- 
cated by the fact that in 1946 the State Depart- 
ment received requests for liaison arrangements 
from 211 private organizations; a year later, the 
number had increased to 409. It is reflected, of 
course, in article 71 of the United Nations 
Charter. 


A public-opinion poll indicates that about one 
out of every six or seven American adults belongs 
to an organization where world affairs are dis- 
cussed. A similar survey indicates that persons 
having membership in such organizations are 50 
percent more likely to be well informed about 
world affairs than are nonmembers. 


At the same time, there has never been a period 
when the people who have the primary responsi- 
bility for formulating and executing our foreign 
policy have been as conscious as they are today 
of the need of an informed and understanding 
public opinion. 

All this constitutes a really noteworthy phenom- 
enon of our time. It is the sort of thing that in 
the long run spells defeat for Communist dictator- 
ship. 

There are no push buttons for those who wish 
to play a useful part in the public’s contribution 
to the formulation of this country’s foreign policy. 
A book published last week by the Brookings 
Institution entitled Major Problems of United 


States Foreign Poliey serves a useful purpose in 


illustrating the kind of intellectual discipline that 
is involved in foreign-policy formulation—a dis- 
cipline as arduous and distinctive in its nature 
as the disciplines involved in law or the sciences. 


More and more, I think, we are coming to rec- 
ognize that as we approach any substantial prob- 
lem of foreign policy, there is bound to be a 
period when we must first ascertain what the ques- 
tions are, a further period when we must make 
sure that we have all of the available facts, and a 
further period when we must balance alternatives 
and make sure that we are adopting the best 
answer. In a democracy answers cannot come in- 
stantaneously. Indeed, if they do, it may be a 
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sign that the democratic process has not been 
vigorously at work. 

Justice Holmes used to remark that there are 
some statements to which the only answer is, 
“Well, I’ll be damned”. There are also, in this 
world, some situations posing policy problems 
where any answer that can conceivably be advanced 
can be conclusively demonstrated to be wrong. 
There are occasions when it is quite simple to make 
out a strong case against a particular line of action, 
and all that can be said in its favor is that an even 
stronger case can be made against any other course. 
That is life in this imperfect world. It will do 
no good to be hysterical or morose about it. 

We are also learning the need of sticking with a 
problem and knowing that the struggle for a bet- 
ter world, like every other struggle, has its thin 
moments as well as its moments of reward. 

For our part, in the State Department, in im- 
plementing this democratic process, we are mak- 
ing every effort to find and follow the path of full 
and frank information that leads between secrecy 
and public statements consisting only of predi- 
gested intellectual pabulum on the one hand and 
high-pressure propaganda on the other. 

In our democracy there are three general ways 
in which the nongovernmental members of our 
body politic contribute to the strength and success 
of our foreign policy. 


The first role of public opinion is to fix the limits 
within which our foreign policy must operate: 
either to support or weaken particular courses of 
action. Foreign policy in this country can never 
get very far ahead of or very far behind public 
opinion. If a particular policy receives public 
support it is likely to succeed. If it does not, in 
the long run it will be doomed to failure. In 1937 
public opinion was not prepared to support even a 
quarantine foreign policy. Today it is apparent, 
from the way in which the Friendship Train has 
stirred public imagination, from public-opinion 
polls, from editorial and commentator opinion, 
that the public is increasingly aware of the kind of 
world we inhabit and of the implications of that 
world. 

It will be this public opinion that will determine 
whether we take action for the present emergency 
arising from the worst drought, flood, and freez- 
ing conditions in Europe since the Napoleonic era}; 
whether we take action for the next four-year 
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period of economic recovery from the war; and 
whether we also go on to take steps to establish a 
world economic pattern that will promote gen- 
erally progressive standards of living and stable 
conditions that are compatible with a peaceful 
world. 


The second function which the public plays with 
respect to foreign policy is that of executing it. 
In normal times the day-to-day buying habits of 
the American people, for instance, have almost as 
much to do with our economic foreign relations as 
so-called “policy decisions” in Washington. So 
does their buying restraint in times like these. 
Similarly with Unesco. It is well and good to 
adopt a charter which says “It is in the minds of 
men that the defenses of peace must be con- 
structed.” But the adoption of the charter accom- 
plishes little if people do not aid in the educational 
reconstruction of war-devastated countries, make 
their personal opinion felt in their communities, 
take an active part in training for peace, join per- 
sonally in adult education, and promote good will 
and understanding among the racial and religious 
groups in their communities. 


The third function of the public is to provide 
the ferment of constructive thinking, to make sure 
that the fullest possible discussion is given to any 
particular subject, that all possible alternatives are 
carefully canvassed so that from this free enter- 
prise of ideas the best will emerge into what we 
call public opinion. It is not too much to assert 
that the foreign policy of tomorrow will be the 
result of the studies and discussion that are going 
on today all over the country. We find ourselves 
today confronted with a problem of international 
policy which illustrates the essential role of this 
process. That is the question of how to prevent 
the destructive use of atomic energy. 

When the blows that fell on Hiroshima and 
Nagasaki were fresh in our minds, it was clear to 
us that our way of life was dependent upon finding 
some way to control the uses of atomic energy. 
Nothing that has happened since has lessened the 
urgency of that task. Indeed, the dangers have 
increased. 

In our handling of our internal problem in 
this country we have demonstrated in concrete 
terms the seriousness with which the American 
people regard the question of atomic control and 
our willingness to accept innovations in govern- 
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ment ownership and regulatory powers. We have 
effected a transition from military to civilian con- 
trol of the war-developed atomic-energy facilities, 
We have brought about a greatly accelerated pro- 
duction of activated materials—radioactive iso- 
topes—at low costs permitting a wide distribu- 
tion of them for research purposes. We have ini- 
tiated an intensified program of basic scientific re- 
search. These developments have induced in the 
American people a belief that if such far reach- 
ing decisions could be debated and made effective 
by democratic procedures in the United States, a 
satisfactory formula for world control could be 
found by nations who were sincere and fair- 
minded in their efforts to reach agreement. 


Into the approach to the international prob- 
lem went some of the most imaginative statesman- 
ship of our era. The Acheson-Lilienthal-Baruch 
proposals offered hope not only of solving the 
atomic threat but of blazing a realistic path to- 
ward the elimination of war itself. They were 
put before the United Nations Atomic Energy 
Commission in June 1946. Since then there has 
been exhaustive debate on these proposals between 
Russia (and Poland) on the one hand and the 
other countries members of the Commission on 
the other. 

What have been the points of difference be- 
tween the majority of the Atomic Energy Com- 
mission and the Russians? 

The first has to do with the outlawing of atomic 
weapons. The majority believes that atomic 
weapons should be outlawed as part of an inter- 
national agreement which provides for a fully ef- 
fective system of control so that the states which 
comply will be assured of adequate protection 
against violation and noncompliance. The Soviet 
believes that this outlawing of atomic weapons 
should be the first step. 

The second difference has to do with the extent 
of the powers of the proposed Atomic Develop- 
ment Authority. The majority believes that the 
international authority should have full and broad 
powers over most of the operations connected with 
the production of atomic energy, particularly the 
so-called “dangerous activities”, that is, any part 
of the process that could lead to the making of 
atomic bombs. The second report of the U.N. 
Commission, approved by all of the countries ex- 
cept Russia and Poland, provides that in addition 
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to the operation and management of dangerous 
facilities, the international agency shall actually 
own all such facilities. Furthermore, the agency 
shall own all source materials as soon as they are 
mined and all nuclear fuels as they are produced. 
We felt that if ownership resides in a nation and 
the international agency is simply an inspection 
and reporting agency, there would be a strong 
possibility that when the agency inspected and re- 
ported on a nationally owned plant, the nation 
would protest that its sovereignty was being in- 
vaded. Inspection, in such circumstances, would 
not only prove ineffective; it would fall by sheer 
weight of the number of inspectors that would be 
required. The Soviet Union, on the other hand, 
does not envisage a control authority with such 
positive powers. It sees in it an instrument for 
interference with the internal affairs of sovereign 
states, It proposes essentially national control 
over dangerous activities, subject only to some 
measure of international supervision. 

The third difference of opinion has to do with 
the extent of the power of inspection. The ma- 
jority believes that the power of inspection should 
be very broad but that the existence of the Atomic 
Development Authority would make the problem 
one of manageable proportions. The second re- 
port of the Unazc? contains a very carefully 
worked-out chapter on inspection which gives 
broad powers to the agency but which makes the 
exercise of these powers subject to definite pro- 
cedures, including a provision for warrants and 
right of appeal—all designed to protect nations 
and persons against unwarranted interferences. 

The Soviet Union feels that the inspection 
authority might lead to interference with the na- 
tional economy of sovereign states and that it 
should be carefully limited. They are especially 
wary of any possibility of air surveys. Its pro- 
posals rely primarily on periodic inspection of 
known atomic-energy facilities and activities with 
"no certain means provided for finding out about 
illegal activities. 

In the fourth place, the majority believes that 
atomic-energy control should be considered and 
- achieved separately and prior to the regulation 
of conventional armaments. We contend that 
the very character of the atomic weapon requires 


* Department of State publication 2982. 
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that it be given special treatment and that any 
control of conventional armaments without prior 
control of the bomb would be superficial and 
meaningless. The Soviet Union has pressed for 
simultaneous consideration of conventional- 
armaments regulation and atomic-energy control; 
in other words, for treatment of the bomb as if 
it were merely another weapon. This follows 
from their basic position that control of the bomb 
does not require particularly thoroughgoing 
measures. 

Fifth, and finally, the majority believes that 
violators of agreements relating to the control of 
the atomic bomb should not be able to invoke a 
veto to protect themselves from sanctions which 
must be swift and certain. The Soviet Union 
insists on maintaining the veto in this field. It 


contends that in as much as the whole system | 


should operate within the framework of the Se- 
curity Council, the rule of unanimity should apply. 

As can be readily seen from these five points, 
the area of disagreement is large, even though 
both parties profess to believe in international 
control and strict inspection. 

During 1946 and the early part of this year, 
much of the debate centered around the question of 
the veto. There were some who asserted that our 
insistence on the veto was unnecessary; that the 
point was largely legalistic since any violation such 
as the unilateral seizure of an internationalized 
uranium mine would be as tangible evidence of a 
threat to peace as the appearance of paratroopers 
over a neighbor’s border. The nations would, 
therefore, invoke their right of self-defense and 
go to war, a right which the Charter recognizes in 
article 51. 

It has been our position, however, that a veto 
against sanctions to enforce atomic-energy control 
would be a nullification of the whole effort and 
contrary to the spirit of the Charter. The invoca- 
tion of the veto and the beclouding of issues which 
would take place might very easily cloak a course 
of preparation for that single decisive moment of 
atomic war. 

In connection with the Soviet demand for the 
abolition of the atomic bomb along with other 
weapons, it should be recalled that a great land 
power can arm and disarm with much less trouble 
and time than a nation which relies on sea or air 
or atomic power. It would tie in with Soviet mili- 
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tary interests to set up some system of parity 
among the different kinds of weapons and then call 
for deep horizontal cuts for all weapons. 

In the final analysis, the problem of the veto and 
the relative priority of conventional-armaments 
control and a separate atomic-energy convention 
are of somewhat less importance than the question 
of whether the destruction of bomb stocks is to pre- 
cede an international control convention and the 
question of ownership and operating management 
as opposed to mere supervisory control. Here we 
are bound to conjecture as to the motives of the 
Russians in taking the position which they do. It 
is at least consistent with an intention to bring 
about the disarmament of the rest of the world 
while leaving themselves, as a totalitarian coun- 
try which operates behind an iron curtain, free to 
make atom bombs and otherwise secretly arm 
themselves. 

The tactics of the Russians have seemed to be 
to filibuster in the United Nations while at the 
same time trying to (1) attract support from anx- 
ious minority opinion in other countries; (2) infil- 
trate research and control programs in all other 
countries; (3) hasten their own development of 
atomic weapons; and (4) extend their area of 
effective political domination. The longer the fili- 
buster can be prolonged, the more they can hope 
to play upon the idealism of those who are desper- 
ately anxious to preserve peace and may, therefore, 
be receptive to Soviet professions and propaganda. 

Needless to say, it is a paradox that the greatest 
Socialist country in the world, Russia, should be 
opposed to an ownership system, whereas the 
United States should be in the position of assert- 
ing that a superficial control and inspection were 
not sufficient. 

That is where we stand. We are faced with the 
necessity of a reconsideration of our policy. Shall 
negotiations in the Atomic Energy Commission be 
allowed to continue without hope of real achieve- 
ment, or shall they be brought to an unmistakable 
halt? So long as we merely continue debate in the 
Atomic Energy Commission, the people of this 
country and other countries may miss the gravity 
of the situation and be lulled into a sense of false 
security. At the same time we must be sure that 
there is no modification in our proposals which, 
if adopted, would make possible reasonable world 
security. And, of course, even if negotiations 
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should be suspended or terminated, the United 
States must make it perfectly clear that its offer 
still stands. 

One thing that we have learned is that it is 
impossible to examine facts objectively with the 
Russians. The members of the Atomic Energy 
Commission, representing 12 different countries, 
were an unusually able group of men, and much 
of the debate was of a high character. But the 
Soviet Delegates appeared not to be listening to 
them at all. They were intent only on creating 
disagreement or engaging in arguments on pro- 
cedure. No reasonable compromise, no intelligent 
discussion seemed possible. It was a debate be 
tween two different types of thinking. One side 
believes that the world can be brought into a con- 
sistent authoritarian system, unchanging in its 
nature, and that this end is so desirable that any 
means is justified in attaining it. The other side 
believes that change is the very essence of advance 
and that we are struggling toward new forms of 
society, measuring each gain by objective data 
gauged on human benefits. 

It is obvious that we shall have to learn how to 
deal and get along with a mentality of the other 
sort. Our present policy is based upon adherence 
to the principles of the United Nations Charter 
and other established codes of international be- 
havior, taking whatever action we may find it pos- 
sible to take to see that these principles are adhered 
to and enforced. Our hope is that gradually, bit 
by bit, one Soviet official after another will find 
that in order to further the best interests of the 
Soviet Union, whether it be of an economic, scien- 
tific, or some other nature, he will have to recom- 
mend that Russia cooperate in one way or another 
with other nations and with the various organs 
and agencies of the United Nations. Russia, like 
all other nations, is a part of one world, and as 
long as the rest of the world adheres to a moral 
order the Russians sooner or later will, we hope, 
find themselves in a position of having to base 
their actions in accordance with the facts of world 
existence. 

It has become increasingly clear that the ques- 
tion of effective atomic-energy control is only part 
of what we may call “the great debate” which is 
now going on between the Western World and the 
Soviet system. This debate has ranged on the 
one hand all those countries who support freedom 


1257 














THE RECORD OF THE WEEK 


and democracy and the right of peoples to order 
their lives in their own ways, and on the other a 
new feudalism which seeks to imprint itself over 
wider and wider areas of the earth. 

If the western nations win this debate, the ad- 
herents of the new feudalism may recognize that 
their future lies in working cooperatively with the 
rest of the world in seeking peace, security, and 
well-being. 

If the western countries win this debate it seems 
possible that effective control of atomic energy, 
realistic regulation and reduction of armaments, 


General Agreement on Tariffs and Trade 


and other constructive endeavors in the United 
Nations can be achieved. If we lose the debate all 
such endeavors fail. 

My purpose this evening has not been to give 
answers. No one yet knows the answers. I have 
tried to raise questions—questions that involve im- 
portant stakes, world peace and security. Our 
policy in this area is at the crossroads. Rarely has 
there been an opportunity for sober, searching 
public discussion to contribute so much to the 
safety and well-being of mankind. And never, 
I think, has there been a people so well-equipped 
to perform this task. 


EXPLANATION OF TARIFF RATES 


The President on December 16 issued a procla- 
mation putting into effect provisionally as of Jan- 
uary 1, 1948, the general agreement on tariffs and 
trade negotiated at Geneva. The proclamation 
gives effect to the general provisions and to tariff 
rates specified in schedule XX of the general 
agreement, with certain exceptions. These excep- 
tions are the rates of duty, including all rates in 
part II of schedule XX, which are applicable to 
products which are of primary interest to countries 
which were at Geneva but which have not under- 
taken to put their tariff schedules into effect on 
January 1. 

As each of these countries signifies its intention 
to put its tariff concessions into effect, a further 
proclamation will be issued by the President giv- 
ing effect to United States rates now withheld on 


items of primary interest to such countries. The 
countries which have undertaken to put their con- 
cession into effect on January 1, 1948, are: Aus- 
tralia, Canada, the Belgium-Netherlands-Luxem- 
bourg Customs Union, France, and the United 
Kingdom. 

There is attached a copy of the list,’ contained in 
the proclamation, of the tariff paragraphs and 
rates specified in part I of schedule XX which will 
not be given effect as of January 1,1948. The text 
of schedule XX may be obtained either from the 
Government Printing Office (50 cents) or in vol- 
ume 4 of the General Agreement on Tariffs and 
Trade, issued by the International Documents 
Service, Columbia University Press, 2960 Broad- 
way, New York 27, N. Y. 


TEXT OF PROCLAMATION 


[Released to the press December 16] 

Wuereas (1) section 350 (a) and (b) of the 

Tariff Act of 1930, as amended by section 1 of 

the act of June 12, 1934 entitled “An Act To 

amend the Tariff Act of 1930,” by the Joint Reso- 

lution approved June 7, 1943, and by section 2 
of the Act of July 5, 1945, provides as follows: 


“Sec. 350. (a) For the purpose of expanding 
foreign markets for the products of the United 
States (as a means of assisting in the present 


* Not printed; contained in Department of State press 
release 973 of Dec. 16, 1947. 
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emergency in restoring the American standard of 
living, in overcoming domestic unemployment and 
the present economic depression, in increasing the 
purchasing power of the American public, and in 
establishing and maintaining a better relation- 
ship among various branches of American agri- 
culture, industry, mining, and commerce) by regu- 
lating the admission of foreign goods into the 
United States in accordance with the character- 
istics and needs of various branches of American 
production so that foreign markets will be made 
available to those branches of American produc- 
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tion which require and are capable of developing 
such outlets by affording corresponding market 
opportunities for foreign products in the United 
States, the President, whenever he finds as a fact 
that any existing duties or other import restric- 
tions of the United States or any foreign country 
are unduly burdening and restricting the foreign 
trade of the United States and that the purpose 
above declared will be promoted by the means 
hereinafter specified, is authorized from time to 
time— 

“(1) To enter into foreign trade agreements with 
foreign governments or instrumentalities thereof ; 
and 

“(2) To proclaim such modifications of existing 
duties and other import restrictions, or such addi- 
tional import restrictions, or such continuance, 
and for such minimum periods, of existing customs 
or excise treatment of any article covered by for- 
eign trade agreements, as are required or appro- 
priate to carry out any foreign trade agreement 
that the President has entered into hereunder. No 
proclamation shall be made increasing or decreas- 
ing by more than 50 per centum any rate of duty, 
however established, existing on January 1, 1945 
(even though temporarily suspended by Act of 
Congress), or transferring any article between the 
dutiable and free lists. The proclaimed duties and 
other import restrictions shall apply to articles 
the growth, produce, or manufacture of all foreign 
countries, whether imported directly, or indirectly : 
Provided, That the President may suspend the ap- 
plication to articles the growth, produce, or manu- 
facture of any country because of its discrimina- 
tory treatment of American commerce or because 
of other acts (including the operations of interna- 
tional cartels) or policies which in his opinion tend 
to defeat the purposes set forth in this section ; and 
the proclaimed duties and other import restric- 
tions shall be in effect from and after such time as 
is specified in the proclamation. The President 
may at any time terminate any such proclamation 
in whole or in part. 


“(b) Nothing in this section shall be construed to 
prevent the application, with respect to rates of 
duty established under this section pursuant to 
agreements with countries other than Cuba, of the 
provisions of the treaty of commercial reciprocity 
concluded between the United States and the Re- 
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public of Cuba on December 11, 1902, or to pre- 
clude giving effect to an exclusive agreement with 
Cuba concluded under this section, modifying the 
existing preferential customs treatment of any 
article the growth, produce, or manufacture of 
Cuba: Provided, That the duties on such an article 
shall in no case be increased or decreased by more 
than 50 per centum of the duties, however estab- 
lished, existing on January 1, 1945 (even though 
temporarily suspended by Act of Congress).” (48 
Stat. 943 and 944, ch. 474, 57 Stat. 125, ch. 118, 59 
Stat. 410 and 411, ch. 269; 19 U.S.C. (1940) 1351 
(a), 19 U.S.C. (1940) Supp. V, 1351 (a) (2) and 
(5)); 

Wuereas (2) the period within which the Presi- 
dent is authorized to enter into trade agreements 
under said section 350 (a) was extended by section 
1 of the Act of July 5, 1945 until the expiration of 
three years from June 12, 1945 (48 Stat. 944, ch. 
474, 59 Stat. 410, ch. 269; 19 U.S.C. (1940) Supp. 
V, 1352 (c)); 

Whereas (3) section 304 of the Tariff Act of 
1930, as amended by section 3 of the Customs Ad- 
ministrative Act of 1938, provides in part as 
follows: 


“(a) ... The Secretary of the Treasury may 
by regulations— 


“(3) Authorize the exception of any article 
from the requirements of marking if— 


“(J) Such article is of a class or kind with 
respect to which the Secretary of the Treasury 
had given notice by publication in the weekly 
Treasury Decisions within two years after July 
1, 1937, that articles of such class or kind were 
imported in substantial quantities during the five- 
year period immediately preceding January 1, 
1937, and were not required during such period 
to be marked to indicate their origin: Provided, 
That this subdivision (J) shall not apply after 
September 1, 1938, to sawed lumber and timbers, 
telephone, trolley, electric-light, and telegraph 
poles of wood, and bundles of shingles; but the 
President is authorized to suspend the effective- 
ness of this proviso if he finds such action required 
to carry out any trade agreement entered into 
under the authority of the Act of June 12, 1934 
(U. 8. C., 1984 edition, title 19, secs. 1351-1354), as 
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extended.” (52 Stat. 1077 and 1078, ch. 679; 19 
U.S. C. (1940) 1804 (a) (3) (J)); 

Wuereas (4) I, Harry S. Truman, President 
of the United States of America, have found as a 
fact that certain existing duties and other import 
restrictions of the United States of America, 
the Commonwealth of Australia, the Kingdom of 
Belgium, the United States of Brazil, Burma, 
Canada, Ceylon, the Republic of Chile, the Re- 
public of China, the Republic of Cuba, the 
Czechoslovak Republic, the French Republic, 
India, Lebanon, the Grand-Duchy of Luxemburg, 
the Kingdom of the Netherlands, New Zealand, 
the Kingdom of Norway, Pakistan, Southern 
Rhodesia, Syria, the Union of South Africa, and 
the United Kingdom of Great Britain and North- 
ern Ireland are unduly burdening and restricting 
the foreign trade of the United States of America 
and that the purpose declared in said section 350 
(a) of the Tariff Act of 1930, as amended, will be 
promoted by a trade agreement between the Gov- 
ernment of the United States of America and the 
Governments of some or all of the above-named 
countries ; 

Wueress (5) reasonable public notice of the 
intention to negotiate such trade agreement was 
given and the views presented by persons in- 
terested in the negotiation thereof were received 
and considered ; 

Wuereas (6), after seeking and obtaining in- 
formation and advice with respect thereto from 
the United States Tariff Commission, the Depart- 
ments of State, Agriculture, Commerce, the Army, 
and the Navy, and from other sources, on October 
30, 1947 I entered, through my duly empowered 
Plenipotentiary, into a trade agreement with the 
Governments of the above-named countries, which 
trade agreement, consisting of the General Agree- 
ment on Tariffs and Trade including nine annexes 
and twenty schedules and the related Protocol of 
Provisional Application of the General Agree- 
ment on Tariffs and Trade, together with the Final 
Act Adopted at the Conclusion of the Second 
Session of the United Nations Conference on 
Trade and Employment which authenticated the 
texts of said general agreement and said protocol, 
which trade agreement is authentic in the English 
and French languages as indicated and is embodied 


* Not here printed. 
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in the document annexed to this proclamation ;* 

Whereas (7) the Governments of the United 
States of America, the Commonwealth of Aus- 
tralia, Canada, and the Grand-Duchy of Luxem- 
burg, and, in respect to their respective metropoli- 
tan territories, the Governments of the Kingdom of 
Belgium, the French Republic, the Kingdom of 
the Netherlands, and the United Kingdom of 
Great Britain and Northern Ireland, having 
signed said protocol prior to November 15, 1947, 
will apply provisionally, on and after January 1, 
1948, pursuant to paragraph 1 thereof, (a) parts I 
and III of said general agreement and (b) part 
II thereof to the fullest extent not inconsistent 
with existing legislation ; 

Wuereas (8) I determine, in accordance with 
the provisions of article 27 of said general agree- 


ment that the concessions provided for in part I ° 


of schedule XX of said general agreement which 
are identified in the following list should not be 
applied so long as such concessions are identified 
in such list: 


[Here follows the list, as announced in Depart- 
ment of State press release 973 of December 16, 
1947. ] 


Wuenreas (10) I find that such modifications of 
existing duties and other import restrictions and 
such continuance of existing customs or excise 
treatment of articles as are hereinafter proclaimed 
will be required or appropriate, on and after Jan- 
uary 1, 1948, to carry out said trade agreement; 

Anp wuHereas (11) I find that the suspension 
of the effectiveness of the proviso to subdivision 
(J) of section 304 (a) (8) of the Tariff Act of 
1930, as amended, is required, except with respect 
to bundles of red-cedar shingles, to carry out said 
trade agreement ; 

Now, therefore, be it known that I, Harry S. 
Truman, President of the United States of 
America, to the end that said trade agreement 
may be carried out and acting under the authority 
of the said sections 304 and 350 of the Tariff Act 
of 1930, as amended, do hereby proclaim, effec- 
tive on and after January 1, 1948 and subject to 
the provisions of said protocol and to the excep- 
tions and conditions set forth in subdivisions (a), 
(b), and (c) below, such modifications of exist- 
ing duties and other import restrictions of the 
United States of America and such continuance 
of existing customs or excise treatment of articles 
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imported into the United States of America as 
are specified or provided for in parts I, II, and 
III, annexes D, H, and I, and part I of, and the 
general notes in, schedule XX of said general 
agreement : 

(a) The rates of duty and import tax specified 
in the column at the right of the respective de- 
scriptions of products in part I of schedule XX 
of the said general agreement shall be applied, 
subject to the applicable terms, conditions, and 
qualifications set forth in that schedule and in 
parts I, II, or IIT of that agreement, to all articles 
of the kinds provided for in the said descriptions, 
except that no such rate shall be applied to a 
particular article by virtue of this proclamation 
if, when the article is entered, or withdrawn from 


) warehouse, for consumption,— 


(I) the rate represents a concession identified 
in the list set forth in the 8th recital of this 
proclamation, 

(II) the rate is specified in item 720 (a), item 
745, item 806 (0), or the first item 1529 (a) in 
part I of schedule XX of said general agreement 
as set forth in the document annexed to this 
proclamation, or 

(III) more favorable customs treatment is 
prescribed for the article by a statute, proclama- 
tion, or executive order then in effect; 

(5) The rates of duty specified in the 9th recital 
of this proclamation shall be applied respectively 
to the articles described in the column at the left 
of such rates as though the said rates, descriptions, 
and related paragraph numbers appeared in part 
I of schedule XX of said general agreement; and 

(ce) Nothing in this proclamation shall be con- 
strued as authorizing the application of any rate 
of duty or import tax computed on the basis of 
the provisions of article I of the said general 
agreement, except such rates as may hereafter be 
proclaimed pursuant to the provisions of section 
350, Tariff Act of 1930, as amended; 


And I further proclaim that, on and after Jan- 
uary 1, 1948, the effectiveness of said proviso to 
subdivision (J) of section 304 (a) (3) of the 
Tariff Act of 1930, as amended, shall be suspended, 
except with respect to bundles of red-cedar 
shingles. 
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In wIrNEss WHEREOF I have hereunto set my 
hand and caused the seal of the United States of 
America to be affixed. 

Dons at the City of Washington this 16th day 

of December in the year of our Lord 

[seat] nineteen hundred and forty-seven and 

of the Independence of the United 
States of America the one hundred and seventy- 
second. 


By the President: 
Rosert A. Lovett 
Acting Secretary of State 


Suspension of Undertaking With United 
Kingdom in General Agreement on 
Trade and Tariffs 

[Released to the press December 19] 

The United Kingdom has requested that section 
C of schedule XIX of the general agreement on 
trade and tariffs shall be suspended pending its 
renegotiation on the grounds that a misunder- 
standing existed with regard to the provisions of 
this undertaking. 

Section C of schedule XIX makes provision for 
reductions in margins of preference in British 
colonial areas and provides further that this con- 
cession may be made inoperative in the event that © 
United States regulations require the consump- 
tion of more than a certain percentage of general- 
purpose synthetic rubber. 

The provisions of the undertaking did not be- 
come clear until after the close of the Geneva con- 
ference. In view of the fact that there was not 
full accord on this undertaking, the United States 
has agreed to its suspension, with the understand- 
ing that this arrangement does not involve relin- 
quishing this concession on either side but leaves 
the United States and the United Kingdom free 
to agree upon mutually satisfactory terms at a 
later date. 

Discussions with the United Kingdom on this 
subject will not take place until after the Congress 
has established what the national rubber policy 
will be after the expiration of the present law 
(Public Law 24, 80th Congress). 














Anglo-American Agreement Regarding Germany 


GENERAL SUMMARY OF AGREEMENT 


{Released to the press December 17] 

Representatives of the Government of the 
United States and the Government of the United 
Kingdom signed on December 17 an agreement 
which revises and extends the bizonal fusion 
agreement of December 2, 1946. The agreement 
was signed on behalf of the Government of the 
United States by Robert A. Lovett, Acting Sec- 
retary of State, and on behalf of the Government 
of the United Kingdom by Sir William Strang, 
Political Adviser to the British Commander-in- 
Chief in Germany. 

It will be remembered that the agreement be- 
tween the.two Governments for the economic 
fusion of their zones of occupation in Germany 
was reached on July 30, 1946, at Berlin. The 
bizonal fusion agreement of December 2, 1946, set 
out in detail how the fusion arrangement would 
work so far as the international trade of the 
Bizonal Area was concerned and divided between 
the two Governments the responsibility for pro- 
viding imports necessary to prevent disease and 
unrest. Neither that agreement nor the present 
agreement affect political or military aspects of 
the occupation. 

Under the 1946 agreement the cost of such im- 
ports was divided equally between the two Gov- 
ernments. The Government of the United King- 
dom have found it impossible, however, to con- 
tinue to pay dollars for the cost of essential im- 
ports for Germany. They have therefore had to 
ask the Government of the United States to agree 
to a revision of the agreement, and the new agree- 
ment provides that the Government of the United 
States will in respect of the period November 1, 
1947, to December 31, 1948, undertake the liability, 
subject to Congressional appropriations, to pro- 
vide those imports for the Bizonal Area which 
are essential for the needs of the civilian popula- 
tion and which cannot be paid for in sterling. 
The Government of the United Kingdom will pay 
for such imports as can be procured in the sterling 
area. 


1262 


It is estimated that the additional dollar commit- 
ments thus undertaken by the Government of the 
United States will amount to about 400 million 
dollars in 1948. Under the terms of the agree- 
ments, the Government of the United Kingdom 
will provide a contribution of some 44% million 
pounds sterling (approximately 18 million dol- 
lars) in goods and services, and 4 million pounds 
sterling (approximately 16 million dollars) in 
sterling in 1947. They will also provide goods 
and services from sterling area sources in 1948 
valued at 1714 million pounds sterling (approxi- 
mately 70 million dollars) and will hold available 
the sum of 414 million pounds sterling (approxi- 
mately 17 million dollars) to be used to procure 
such additional supplies from the sterling area as 
it may be possible to obtain in the future. 

The above contribution by the Government of 
the United Kingdom will include the provision of 
83 ships to lift cargoes for Germany from United 
States ports in November and December of this 
year, and enough ships to lift 12 complete cargoes 
each month during the calendar year 1948. 

The agreement does not relate to expenditures 
which may be incurred by either Government for 
the maintenance of forces of occupation and con- 
trol staff in Germany and which remain the re- 
sponsibility of each government. 

The agreement does not disturb the existing ad- 
ministrative arrangements within Germany for 
the bipartite control of economic affairs. 

It does, however, provide with respect to two of 
the principal bipartite agencies responsible for 
economic affairs for United States control com- 
mensurate with the larger financial undertaking 
by the United States. These agencies are the Joint 
Export-Import Agency and the Joint Foreign Ex- 
change Agency. The Jrza handles the foreign ac- 
counts and finances of the Jzta which in turn 
handles the export-import business of the two 
zones. The mechanism for this increased measure 
of control consists of an arrangement whereby 
voting on the boards of directors of Jer and 
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Jrza shall be weighted in proportion to the fi- 
nancial contribution of the two countries from 
appropriated funds since January 1, 1947, when 
the agreement of December 2, 1946, entered into 
force. 

In cases involving important issues, the deci- 
sions of the Jera and Jrea boards may be re- 
viewed by the Bipartite Board at the request of 
either of the two Military Governors of the zones 
who make up the Board. Action can be suspended 
only until adequate opportunity has been afforded 
for review of the issue in all its aspects. This 
would mean that a case which raises major issues of 
foreign policy may be brought to the attention of 
the two Governments. 

One of the questions which had to be considered 
during these negotiations was that of the continued 
convertibility into dollars of the sterling funds 
at present held by the Jrza. The. Government 
of the United Kingdom have reaffirmed a previous 
understanding that if at any time the dollar hold- 
ings of the Jrea fall below 20 million dollars, it 
will convert into dollars, sterling held by Jrea 
sufficient to restore the dollar holding to that mini- 
mum. ‘The liability to convert affects not only the 
capital of the Jzr1a but also any sterling accruing 
as a result of trade. 

In recognition of the serious dollar difficulties 
of the United Kingdom, the Government of the 
United States has agreed that, so far as practicable, 
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the operations of the Jera shall be so conducted 
that not more than the sterling equivalent of 40 
million dollars shall be required to be converted 
in 1948 under this arrangement. 


Moreover, if for any reason the rate of drawing 
of dollars through the conversion of sterling should 
be such as to result in an undue drain on the dol- 
lar resources of the United Kingdom, the matter 
may be raised by the Government of the United 
Kingdom with the Bipartite Board, and, if neces- 
sary, between the two Governments for the pur- 
pose of seeking some method acceptable to the 
Government of the United States, whereby the 
rate of drawing of dollars through the conversion 
of sterling can be decreased. 

The agreement provides that “The Jeta shall 
enter into immediate negotiations with represent- 
atives of the Government of the United Kingdom 
with a view to drawing up a plan to maximize trade 
in both directions between the Bizonal Area and 
the sterling area.” Such trade shall be conducted 
in sterling with a periodic settlement in dollars of 
balances in either direction in excess of 114 million 
pounds (approximately 6 million dollars). 

The hope of the two Governments underlying 
this agreement is to establish as early as possible 
an economy in the Bizonal Area which can be main- 
tained without assistance from either Government 
and which will contribute to the peaceful reha- 
bilitation of Europe. 


TEXT OF AGREEMENT 


[Released to the press December 18] 

WHEREAS paragraph 12 of the Bizonal Fusion Agree- 
ment signed at New York on December 2, 1946, provides 
for its amendment by mutual agreement, 

AND WHEREAS the Government of the United Kingdom 
have requested the Government of the United States to 
take part in discussions with a view to revising, in the 
light of current international financial developments, the 
provisions of the Bizonal Fusion Agreement which re- 
late to the division of responsibility for the payment for 
imports, 

AN» WHEREAS the Government of the United Kingdom 
have represented that they are unable to continue to make 
payments in dollars in respect of such imports, 

AND WHEREAS it is the intention of the two Governments 
to develop, in that part of Germany which is subject to 
their jurisdiction, an economy which can be maintained 
without financial assistance from either Government, 

AND WHEREAS the representatives of the two Govern- 
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ments have entered into and completed discussions re- 
garding the revision of the terms of the Bizonal Fusion 
Agreement as requested by the Government of the United 
Kingdom, 

It has been agreed by the Government of the United 
States and the Government of the United Kingdom as 
follows :— 


Financial Responsibility for the Period Ending 
December 31, 1948 


1 (a) The Government of the United Kingdom shall 
have no further liability to pay dollars for Category A 
goods and services imported into the United States and 
United Kingdom Zones of Occupation in Germany (here- 
inafter called the “Bizonal Area”). The liability of the 
Government of the United Kingdom to supply Category A 
goods and services shall, subject to the provision of the 
necessary appropriations, be discharged by the provi- 
sion of: 
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(4) all deliveries which may be made in the period No- 
vember 1, 1947, to December 31, 1947 (to the estimated 
value of £3,500,000, approximately the equivalent of $14,- 
000,000), against commitments already undertaken by the 
Government of the United Kingdom for procurement from 
sterling area sources, together with such other sterling 
area purchases as the Government of the United Kingdom 
may be able to make for delivery within the period (to 
an estimated value of £1,000,000, approximately the equiva- 
lent of $4,000,000) ; and 

(ii) goods, services or sterling against commitments al- 
ready undertaken by the Government of the United King- 
dom for procurement of Category A supplies for the 
Bizonal Area from countries outside the sterling area to 
a total value of £4,000,000 (approximately the equivalent 
of $16,000,000). (The Government of the United Kingdom 
shall pay for any such goods which can be delivered against 
sterling payment in the period November 1, 1947, to De- 
cember 31, 1947, and any charges which may be involved in 
the cancellation of outstanding contracts and shall pay the 
balance of the sum mentioned above to the Joint Export- 
Import Agency in sterling) ; and 

(iii) a sum of £4,250,000 (approximately the equivalent 
of $17,000,000) in discharge of the obligations undertaken 
by the Government of the United Kingdom in accordance 
with the provisions of the Bizonal Fusion Agreement for 
the procurement for delivery after December 31, 1947, of 
Category A supplies for the Bizonal Area from countries 
outside the sterling area. (This sum shall be held by the 
Government of the United Kingdom and shall be used for 
the purchase of Category A supplies and services from the 
sterling area and shall be spent, with the agreement of the 
Joint Export-Import Agency, as and when it may be pos- 
sible to purchase such supplies or services without involv- 
ing a direct or indirect dollar drain upon the United 
Kingdom.) ; and 

(iw) Category A goods from the sterling area during the 
calendar year 1948 and services to be rendered during the 
same period (as set forth in the Annex to the present 
Agreement) to the total value of £17,500,000 (approxi- 
mately the equivalent of $70,000,000). 


(b) The services to be provided by the Government of 
the United Kingdom under the terms of the preceding sub- 
paragraph of this paragraph shall include the furnishing, 
so far as is practicable, of such ships as may be necessary 
to lift thirty-three complete cargoes allocated for ship- 
ment to the Bizonal Area from United States ports in the 
period November 1, 1947, to December 31, 1947, and the 
furnishing during the calendar year 1948 of a sufficient 
number of freight ships to lift twelve complete cargoes 
for the Bizonal Area each month from United States At- 
lantic and Gulf Coast ports ; subject to market possibilities, 
such freight ships shall be chartered for three consecutive 
voyages on Bizonal account or approximately for a period 
of six months, 

(c) Subject to the provision of the necessary appropria- 
tions, the balance of the Category A requirements for the 
Bizonal Area in the period November 1, 1947, to December 
31, 1948, shall be provided by the Government of the United 
States. 
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(d) It shall be the responsibility of the Joint Export. 
Import Agency to keep an account of the contributiong 
made by the two Governments in accordance with the pro. 
visions of the preceding sub-paragraphs of this paragraph 
and to establish that the valuations placed on the goods 
and services so furnished are fair and reasonable. 

2. The financial liability of the two Governments under 
the present Agreement is exclusive of whatever expendi. 
ture may be incurred by either Government for the main. 
tenance of forces of occupation and control staff for Ger. 
many. 


Trade Between the Bizonal Area and the 
Sterling Area 


8. (a) The Joint Export-Import Agency shall enter into 
immediate negotiations with representatives of the Gov. 
ernment of the United Kingdom with a view to drawing up 
a plan to maximize trade in both directions between the 
Bizonal Area and the sterling area. The United States 
and British Military Governors in Germany shall co-oper- 
ate with representatives of the Government of the United 
Kingdom for the purpose of meeting the needs of the 
United Kingdom for heavy steel scrap and timber to the 
greatest extent consistent with the requirements of the 
bizonal economy and conflicting demands for these 
products. 

(b) All trade between the Bizonal Area and the sterling 
area shall be conducted in sterling in both directions, 
From January 1, 1948, payments in respect of such trade 
shall be made in the following manner :— 


(4) The Joint Foreign Exchange Agency shall open an 
account with the Bank of England to be known as “The 
Joint Foreign Exchange Agency No. 1 Account”. 

(ii) All payments to residents of the sterling area in 
respect of goods imported into the Bizonal Area, or serv- 
ices rendered on behalf of the Bizonal economy (other 
than goods or services provided by the Government of the 
United Kingdom from appropriated funds in accordance 
with the provisions of paragraph 1 (a) of the present 
Agreement) shall be made from the No. 1 Account. 

(iii) Payment for all exports sold to residents of the 
sterling area, or services rendered to such residents, shall 
be paid into the No. 1 Account. 

(iv) The Joint Foreign Exchange Agency shall, as and 
when it may be necessary, arrange that transfers be made 
from its other accounts to the No, 1 Account to an amount 
sufficient to ensure that there is always a credit balance 
in its favor in the No. 1 Account. Any amounts so trans 
ferred may be withdrawn from the No. 1 Account when 
they are no longer required in order to maintain a credit 
balance in the Account. 

(v) A statement showing the state of the No. 1 Account 
at the close of business on the last day of each of the 
months of March, June, September and December shall be 
rendered on the first day of business of the following cal 
endar month by the Bank of England to the Joint Foreiga 
Exchange Agency. 

(vi) If any such statement shows that, after deduce 
tion of the net amount of any transfers made in accoré 
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ance with the provisions of clause (iv) above, there is a 
credit balance in the No. 1 Account in excess of £1,500,000, 
the Bank of England for account of the Government of the 
United Kingdom shall, against reimbursement from the 
No. 1 Account in sterling, make a payment of an amount 
equivalent to the excess, in United States dollars, to the 
account of the Joint Foreign Exchange Agency at the Fed- 
eral Reserve Bank of New York. 

(vii) If any such statement of account shows that, after 
deduction of the net amount of any transfers made in 
accordance with the provisions of clause (iv) above, there 
is a debit balance in the No. 1 Account in excess of £1,500,- 
000, the Joint Foreign Exchange Agency shall sell United 
States dollars to an amount equivalent to the excess to 
the Bank of England, for account of the Government of the 
United Kingdom, and the sterling proceeds of such sale 
shall be credited to the No. 1 Account. 

(viii) Provided that a credit balance is maintained in 
the No. 1 Account, transfers may be made from that Ac- 
count to the other sterling accounts of the Joint Foreign 
Exchange Agency if necessary in order to maintain the 
minimum sterling balances required under the provisions 
of sub-paragraph (b) of paragraph 4 of the present Agree- 
ment. 


Convertibility of Sterling Held by the Joint 
Foreign Exchange Agency 


4 (a) Notwithstanding the provisions of paragraph 11 
of the present Agreement, the Government of the United 
Kingdom recognize a continuing liability to convert into 
dollars in accordance with the provisions of sub-paragraph 
(b) of this paragraph, any sterling held by the Joint For- 
eign Exchange Agency at the date of signature of the pres- 
ent Agreement and any sterling acquired by the Joint For- 
eign Exchange Agency during the period of the present 
Agreement. 

(b) The sum to be kept in the dollar accounts of the 
Joint Foreign Exchange Agency shall not be less than 
$20,000,009 and the sum to be kept in the sterling accounts 
(other than the No. 1 Account) of the Joint Foreign Ex- 
change Agency shall not be less than the sterling equiv- 
alent of $20,000,000 unless the total of the sums held in 
these accounts, as shown in the books of the Agency, falls 
below the equivalent of $40,000,000 in which case the 
amounts held in the dollar and in the sterling accounts 
shall (within a maximum variation of the equivalent of 
$1,000,000) be kept equal. Transfers from the sterling 
accounts to the dollar accounts and transfers from the 
dollar accounts to the sterling accounts shall be made when 
the holdings of dollars or sterling as the case may be fall 
below the minima indicated above. Such transfers shall 
be in sums of $1,000,000 or the sterling equivalent thereof. 

(c) Any conversion of sterling into dollars in accord- 
ance with the provisions of sub-paragraphs (a) and (b) of 
this paragraph shall be effected by the purchase of dollars 
from the Bank of England by the Joint Foreign Exchange 
Agency. Any such purchases shall be made at the rate of 
£1 equals $4.03. If, at any time, the Joint Foreign Ex- 
change Agency purchases sterling in exchange for any 
other currency, such purchases shall be effected through 


the Bank of England. 
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(d@) In recognition of the serious dollar difficulties of 
the United Kingdom, it is the intent and purpose of the 
Government of the United States that, in so far as practi- 
cable, the operations of the Joint Export-Import Agency 
shall be so conducted that not more than the sterling 
equivalent of $40,000,000 shall be required to be converted 
in accordance with the preceding sub-paragraphs of this 
paragraph, prior to January 1, 1949. Moreover, if for any 
reason at any time during the period of the present Agree- 
ment, the rate of drawing of dollars through the conversion 
of sterling should be such as to result in an undue drain 
on the dollar resources of the Government of the United 
Kingdom, the matter may be raised with the Bipartite 
Board and thereafter, if necessary, between the two Gov- 
ernments for the purpose of seeking some method accept- 
able to the Government of the United States whereby the 
rate of drawing of dollars through the conversion of ster- 
ling can be decreased. Pending a settlement of the matter, 
the provisions of sub-paragraphs (a), (b) and (c) of this 
paragraph shall, unless otherwise agreed between the two 
Governments, continue to apply. 


Agency for Foreign Trade 


5. The Government of the United Kingdom recognize 
that so long as the Government of the United States is 
called upon to make the major contribution towards the 
cost of the essential imports of the Bizonal Area, that 
Government shall be entitled to a larger measure of au- 
thority with respect to the operations of the Joint Export- 
Import Agency and the Joint Foreign Exchange Agency. 
Paragraph 4 of the Bizonal Fusion Agreement is accord- 
ingly amended as follows :— 


“4 (a) Responsibility for foreign trade shall rest ini- 
tially with the Joint Export-Import Agency (United 
States/United Kingdom). This responsibility shall be 
transferred to German administrative agencies under the 
supervision of the Joint Export-Import Agency to the 
maximum extent permitted by the restrictions existing in 
foreign countries at any given period. 

“(b) Except in so far as the use to which they shall 
be put has been determined in advance by agreement be- 
tween the two Governments, and subject to the authority 
of each Government over the expenditure of its own ap- 
propriated funds, and any legislative limitations which 
may be placed thereon, the appropriated funds available 
for carrying out the terms of this Agreement shall be 
expended in accordance with schedules established by the 
Joint Export-Import Agency. These schedules shall be 
drawn up in accordance with the general policies of the 
two Military Governors (constituting the Bipartite Board) 
and shall be used as a basis for procurement in accordance 
with the provisions of paragraph 8 of this Agreement, 
subject to any amendment effected by agreement between 
the two Governments. 

“(c) The Joint Export-Import Agency shall be respon- 
sible for the approval of all imports and exports and for 
procurement in accordance with its responsibilities under 
the provisions of paragraph 8 of this Agreement, subject 
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to any amendment effected by agreement between the two 
Governments. It shall be the responsibility of the Joint 
Export-Import Agency to develop a maximum export pro- 
gram consistent with the accomplishment of over-all objec- 
tives in Germany and in conformity with the policy of the 
two Governments gradually to transfer responsibility to 
German administrative agencies. The Bipartite Board 
shall facilitate the work of the Joint Export-Import 
Agency in developing such a program. 

“(d) The Joint Export-Import Agency and the Joint 
Foreign Exchange Agency shall operate in accordance 
with the general policies of the Bipartite Board to conduct 
or to supervise the import and export trade of the Bi- 
zonal Area. Each of these agencies shall be governed 
by a board of directors, to which the respective Military 
Governors shall each appoint an equal number of members. 
The decisions of the board of directors shall be determined 
by the majority vote of its members. The members ap- 
pointed by each Military Governor shall vote as a group. 
Each group shall have a voting strength in relation to 
the other group equal to the proportion which the appropri- 
ated funds made available by their respective Govern- 
ments under the provisions of this Agreement, or any sub- 
sequent amending agreement, plus the funds contributed 
by each Government to the capital of the Joint Export- 
Import Agency, bear to the total funds made available 
by the two Governments for these purposes. 

“(e) Either Military Governor may, should he con- 
sider that any action which it is proposed that the Joint 
Export-Import Agency or the Joint Foreign Exchange 
Agency should take is likely to prejudice the interests or 
conflict with the policies of his Government, request that 
the matter be referred to the Bipartite Board for review. 
In that event the proposed action shall be suspended 
pending Bipartite Board review. Such suspension shall 
continue only until adequate opportunity has been afforded 
in the Bipartite Board to ensure that the issue has been 
reviewed in all its aspects, unless the Bipartite Board 
unanimously agree to disapprove or modify the proposed 
action. 

“(f) Subject to the provisions of the preceding sub- 
paragraphs of this paragraph, the Bipartite Board shall 
delegate to the Joint Export-Import Agency and the Joint 
Foreign Exchange Agency full power and authority neces- 
sary for the conduct of the export-import trade, including 
the authority to contract for imports and exports through 
such agencies as it may designate, to borrow and lend 
money, to pay and collect accounts, and to utilize and dis- 
tribute foreign currency, and such other necessary author- 
ity as is essential to the rehabilitation and promotion of 
peaceful trade and commerce.” 


Basis of Economic Planning 


6. Paragraph 5 of the Bizonal Fusion Agreement shall 
be amended as follows :—- 


“5, The United States and United Kingdom Military 
Governors in Germany shall, in accordance with the policy 
of the two Governments, use their best endeavors to de- 
velop at the earliest possible date, in that part of Germany 
which is under their jurisdiction, an economy which can 
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be maintained without further financial assistance from 
either Government, and which will at the same time con. 
tribute to the peaceful rehabilitation of Europe.” 





Procurement 


7. Paragraph 8 of the Bizonal Fusion Agreement shall 
be amended as follows :— 


“8. The determination of import requirements shall be 
the responsibility of the Joint Export-Import Agency, 
The procurement of these requirements shall be dealt with 
as follows :— 


“(i) Procurement of imports financed from funds ap 
propriated by either Government shall be the responsi- 
bility of that Government except to the extent that such 
responsibility is delegated by the Government concerned 
to the Joint Export-Import Agency. 

“(it) Procurement of all other imports shall be the 
responsibility of the Joint Export-Import Agency with 
such assistance from the two Governments as may be 
required. Unless otherwise agreed, procurement shall be 
from the most economical sources of supply. Provided 
that the procurement of essential imports shall not be 
prejudiced thereby, the sources shall be selected, to the 
fullest extent practicable, so as to minimize the drain on 
the dollar resources of the Government of the United 
Kingdom (accordingly where required imports are known 
to be available from dollar and sterling area sources of 
supply and conditions regarding price, quality and terms 
of delivery are equal, the imports shall normally be pro 
cured from the sterling area source). 

“(iit) With respect to any procurement where the 
financial responsibility rests with one Government and the 
agreed source of supply is within territory under the au- 
thority of the other Government, the latter, if so requested, 
shall accept responsibility for procuring those supplies as 
agent for the former.” 


8. The Bizonal Supplies Committee, established under 
the provisions of paragraph 8 of the Bizonal Fusion 
Agreement, shall be abolished. 

9. Representatives of the two Governments shall con- 
sult together in Washington in regard to the following 
matters :— 













(a) The programing of the procurement of Category A 
goods against programs of import requirements submitted 
by the Joint Export-Import Agency. 

“(b) The methods to be employed by agencies of either 
Government, whether directly or through the Joint Bx- 
port-Import Agency, in the purchase of such products as 
cereals, livestock products, oils, fats, pulses and fertt- 
lizers, in certain markets of primary importance to the 
United Kingdom, such as Canada, Argentina and Europe, 
in view of the fact that uncoordinated purchases in these 
markets might adversely affect United States or United 
Kingdom supply interests. 
















Definitions 


10. (a) For the purposes of the present Agreement, the 
expression “the sterling area” shall be deemed to mean 
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“the scheduled territories”, which expression has the 
meaning assigned to it under the provisions of the HEx- 
change Control Act, 1947, of the United Kingdom. “The 
scheduled territories” at present include :— 


(4) Great Britain and Northern Ireland. 

(ii) Australia, New Zealand, Union of South Africa, 
Eire, India, Pakistan, Southern Rhodesia and Ceylon. 

(iii) Any British Colony and any territory under the 
protection of His Britannic Majesty. 

(jw) Any territory in respect of which a mandate on 
behalf of the League of Nations was accepted by His 
Britannic Majesty and any territory placed under the 
trusteeship system of the United Nations, which terri- 
tories are being administered by His Majesty’s Govern- 
ment in the United Kingdom or in any Dominion. 

(v) Burma. 

(vi) Iraq and Transjordan. 

(vit) Iceland and the Faroe Islands. 


If and when any alteration is made to the definition of 
the expression “the scheduled territories” for the purposes 
of the Exchange Control Act, 1947, of the United Kingdom, 
the Government of the United Kingdom shall forthwith 
notify that change to the Joint Foreign Exchange Agency 
and the expression “the sterling area” shall be deemed to 
have been correspondingly amended for the purposes of 
this Agreement. 

(6) For the purposes of the present Agreement, the 
Bipartite Finance Committee (United States—-United 
Kingdom), provided for in the Bizonal Fusion Agreement, 
shall be deemed to have been superseded by the Joint 
Foreign Exchange Agency. 

(c) Any reference in the present Agreement to the 
Joint Export-Import Agency or the Joint Foreign Exchange 
Agency shall be construed to refer likewise to any suc- 
cessor organization or organizations. 


Provisions for Entry Into Force, Amendment 
and Renewal 


11 (a) The present Agreement shall come into force on 
Signature. The present Agreement and the Bizonal Fusion 
Agreement shall constitute a single agreement between 
the two Governments, which shall remain in force until 
agreement has been reached for the treatment of Germany 
as an economic unit or until December 31, 1948, whichever 
is the sooner. In either event, the Joint Export-Import 
Agency and the Joint Foreign Exchange Agency shall 
continue to function until such time as further agreement 
is reached concerning them. 
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(b) The two Governments shall consult together be- 
fore June 30, 1948, at the request of either of them, for 
the purpose of reviewing the operation of the Agreement 
and of considering whether any amendment should be 
made in its terms. The two Governments shall also con- 
sult together before December 1, 1948 to consider the terms 
and conditions of a new Agreement for a further period. 

IN WITNESS WHEREOF the undersigned, being duly au- 
thorized thereto, have signed the present Agreement. 

Done at Washington, in duplicate, this seventeenth day 
of December, 1947. 


For the Government of the United States of America: 
Rosert A LOVETT. 


For the Government of the United Kingdom of Great 
Britain and Northern Ireland: 
WrLtiaAM STRANG 


ANNEX 


Provision by the Government of the United Kingdom 
of Category A Goods and Services in the 
Calendar Year 1948 

The goods and services to be provided by the Govern- 
ment of the United Kingdom during the calendar year 1948 
in accordance with the provisions of paragraph 1 (a) (iv) 
of the Agreement, are as follows: 


£million 
Fish 5. 55 
Pulses . 45 
Seeds 1. 65 


Oils, Vegetables and mis- 





cellaneous food 2. 00 
Insecticides . 50 
Fertilizers 1.10 
Freight 5. 00 
Miscellaneous goods 1. 25 
17. 50 (approxi- 
mately the equiv- 
alent of $70,- 
000,000) 


The Government of the United Kingdom may, in con- 
sultation with the Joint Export-Import Agency, make rea- 
sonable adjustment in the composition of this list. 
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Policy on Gold Subsidies 


STATEMENT BY THE INTERNATIONAL MONETARY FUND ' 


[Released to the press by the 
International Monetary Fund December 11] 


The International Monetary Fund has a re- 
sponsibility to see that the gold policies of its 
members do not undermine or threaten to under- 
mine exchange stability. Consequently every 
member which proposes to introduce new measures 
to subsidize the production of gold is under obli- 
gation to consult with the Fund on the specific 
measures to be introduced. 

Under article IV, section 2, of the articles of 
agreement of the Fund, members are prohibited 
from buying gold at a price above parity plus the 
prescribed margin. In the view of the Fund, a 
subsidy in the form of a uniform payment per 
ounce for all or part of the gold produced would 
constitute an increase in price which would not be 
permissible if the total price paid by the member 
for gold were thereby to become in excess of parity 
plus the prescribed margin. Subsidies involving 
payments in another form may also, depending 
upon their nature, constitute an increase in price. 

Under article IV, section 4 (a), each member of 
the Fund “undertakes to collaborate with the Fund 
to promote exchange stability, to maintain orderly 
exchange arrangements with other members, and 


to avoid competitive exchange alterations”. Sub. 
sidies on gold production regardless of their form 
are inconsistent with article IV, section 4 (a), if 
they undermine or threaten to undermine exchange 
stability. This would be the case, for example, if 
subsidies were to cast widespread doubt on the 
uniformity of the monetary value of gold in all 
member countries. 

Subsidies which do not directly affect exchange 
stability may, nevertheless, contribute directly or 
indirectly to monetary instability in other coun- 
tries and hence be of concern to the Fund. 

A determination by the Fund that a proposed 
subsidy is not inconsistent with the foregoing 
principles will depend upon the circumstances in 
each case. Moreover, the Fund may find that 
subsidies which are justified at any one time may, 
because of changing conditions and changing 
effects, later prove to be inconsistent with the 
foregoing principles. In order to carry out its 
objectives, the Fund will continue to study, and 
to review with its members, their gold policies 
and any proposed changes to determine if they 
are consonant with the provisions of the Fund 
agreement and conducive to a sound interna- 
tional policy regarding gold. 


STATEMENT BY THE SECRETARY OF THE TREASURY? 


[Released to the press by the Treasury Department December 12] 

The United States Government welcomes the 
statement of the International Monetary Fund 
respecting measures to subsidize the production 
of gold. The expressed intention of the Fund to 
keep under review the gold policies of its members 
in the light of a sound international gold policy 


1Communicated to all members of the International 
Monetary Fund. 


* Made by Secretary Snyder on behalf of the National 
Advisory Council. 
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is an important forward step in the field of inter- 
national financial cooperation. 

The United States, as the largest gold-buying 
country, has a peculiar and continuing interest 
in the role which gold subsidies may come to play 
in the production, movement, and price of gold. 
In particular, the United States would view with 
disfavor any tendency for countries to become 
dependent on subsidized gold production as 
solution to the problem of arriving at and main- 
taining equilibrium in their balances of interna- 
tional payments. 
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In the view of the Council there are no grounds 
which would justify instituting a subsidy to en- 
courage the production of gold in this country. 
The present monetary-gold stocks of the United 
States amount to no less than 22.7 billion dollars. 
In the first 11 months of 1947 gold purchases by 
the United States from foreign countries amounted 
to 2.7 billion dollars. 


Protocol Signed Permitting Italy’s Participation 
in Distribution of Monetary Gold Looted by 
Germany 

[Released to the press December 16] 

A protocol was signed in London on December 16 
on behalf of the Governments of the United States, 
Great Britain, France, and Italy by Lewis W. 
Douglas, Ernest Bevin, M. Massigli, and Duke 
Tommaso Gallarati-Scotti, whereby Italy is per- 
mitted to participate in the distribution of mone- 
tary gold looted by Germany. 

Under the final act of the Paris conference on 
reparation of January 14, 1946, provision was made 
for participation by Italy in this distribution. 

As a result of exchanges between the Govern- 
ments of the United States, Great Britain, and 
France it was decided that Italy should receive a 
proportional share of the gold, distributed on the 
same basis as the countries signatory to the act, 
provided that approximately 23,000 kilograms 
(approximately 23 million dollars’ worth) of fine 
gold be first set aside out of its share and deposited 
with the three Allied Governments mentioned. 
This is the equivalent of amounts which it is now 
known will be claimed from Italy by France (some 
14,500 kilograms) and by Yugoslavia (some 8,500 
kilograms) under article 75, paragraph 8, of the 
peace treaty with Italy. This paragraph states 
that Italy shall return all monetary gold wrong- 
fully removed from any United Nation to that 
nation. 

The Tripartite Commission for the Restitution 
of Monetary Gold has been set up at Brussels to 
effect the distribution of monetary gold on behalf 
of the signatories to the Paris act. So far, 3,805 
kilograms (approximately $3,800,000) have been 
set aside as Italy’s share in the preliminary distri- 
bution. 
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Departure of American Troops From Italy 


Exchange of Messages Between the United States 
and Italy 


[Released to the press by the White House December 20] 


Texts of messages exchanged between the Presi- 
dent and Alcide de Gasperi, President of the 
Council of Ministers of Italy, on the occasion of the 
departure of American troops from Italy on De- 
cember 14, 1947 


Tue PRESIDENT, 
The White House, 
Washington, D.C. 


At the moment when all allied troops have left 
our soil I wish to assure you that the Italians will 
forever retain the memory of their liberating 
action and the brotherhood of arms which united 
them afterwards with our regular and voluntary 
forces. Your troops fought in Italy for the cause 
of liberty and democracy. I shall be grateful to 
you if you will inform them that the common ideals 
for which they shed so much noble blood remain 
the supreme law of the Italian Republic. 


De GasPERi 


His Excellency, 
ALcIDE DE GASPERI, 
President of the Cowneil of Ministers, 
Rome. 


I am grateful for your message on the occasion 
of the departure from Italy of Allied troops. I 
know that the Italian Government and people are 
dedicated to the preservation and protection of the 
freedoms which they have regained, and I am 
confident that I speak for the American people 
when I say that we are heartened by the knowledge 
that Italy stands with the other freedom loving 
nations of the world in the defense of liberty and 


democracy everywhere. 
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Claims of American Nationals Against Bulgaria 


Under the Peace Treaty 


[Released to the press December 15] 

The treaty of peace with Bulgaria which 
recently came into force provides that legal rights 
and interests of American nationals in Bulgaria 
as they existed on April 24, 1941, are to be restored, 
and the Bulgarian Government is required to 
return all property in Bulgaria of United Nations 
nationals as it now exists. Where property has 
not been returned within six months from the 
coming into force of the treaty (i.e., within six 
months from September 15, 1947), application for 
the return thereof is to be made to the Bulgarian 
authorities on or before September 15, 1948, unless 
claimants are able to show that applications could 
not be filed within that period. In cases where 
property cannot be returned or where, as a result 
of the war, a United Nations national has suffered 
a loss by reason of injury or damage to property 
in Bulgaria, the Bulgarian Government is required 
to make compensation in local currency to the 
extent of two thirds of the sum necessary, at the 
date of payment, to purchase similar property or 
to make good the loss suffered. To enable claims 
to receive consideration under the treaty, claimants 
must have been nationals of one of the United 
Nations on October 28, 1944 (the date of the 
armistice with Bulgaria), and on September 15, 
1947 (the date the treaty came into force). 

The Department of State has recently been 
advised of the requirements of the Bulgarian Gov- 
ernment in connection with the preparation of 
claims and will communicate directly in the near 
future with all claimants of whom the Depart- 
ment has a record, advising them of such 
requirements. 

American nationals, including individuals, 
corporations, and associations, resident outside 
Bulgaria who desire to file claims under the treaty 
should, upon being advised of the requirements in 
that connection, prepare and submit their claims 
to the Office of the Legal Adviser, Department of 
State, Washington, D. C., at the earliest prac- 
ticable date. Claimants residing in Bulgaria 
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should, upon receipt of instructions as to the 
method of preparing claims, prepare and file their 
claims with the American Legation in Sofia. 

Claimants who desire to file claims of the char- 
acter indicated but who have not previously com- 
municated with the Department of State 
regarding that subject should do so at once. 

The Department of State and the American 
Legation in Bulgaria will endeavor to render 
claimants such assistance as is practicable in con- 
nection with the preparation of their claims and 
in the transmittal thereof to the Bulgarian Gov- 
ernment. Full responsibility for the actual prep- 
aration of claims, however, and for the submission 
of the necessary documentary evidence to establish 
their validity, rests with the claimants and their 
attorneys. 

When information regarding the procedure for 


preparing and filing claims under the treaties of » 


peace with Italy, Hungary, and Rumania becomes 
available, similar press releases will be issued. 





Extradition Treaty With Union of 
South Africa Signed 


There was signed at noon on December 18, 1947, 
by Robert A. Lovett, Acting Secretary of State, 
and Harry Thomson Andrews, Envoy Extraordi- 
nary and Minister Plenipotentiary of the Union of 
South Africa at Washington, a treaty of extradi- 
tion between the United States of America and the 
Union of South Africa. 

The treaty provides for the extradition by each 
of the two countries of fugitives from justice from 
the other country and includes the crimes and 
offenses usually enumerated in the extradition 
treaties of the United States with other foreign 
countries. 

Our relations with the Union of South Africa in 
regard to extradition have been governed by the 
several treaties and conventions concluded betwee 
the United States and Great Britain from 1842 to 
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1905. ‘Those treaties and conventions will cease 
to have effect as between the United States and the 
Union of South Africa when this new treaty is 
brought into force by an exchange of ratifications 
of the two Governments and a subsequent publica- 
tion of the treaty in both countries. 


PUBLICATIONS 


Department of State 


For sale by the Superintendent of Documents, U. 8. Gov- 
ernment Printing Office, Washington 25, D.C. Address re- 
quests direct to the Superintendent of Documents, except 
in the case of free publications, which may be obtained 
from the Department of State. 


Health and Sanitation. Treaties and Other International 
Acts Series 1630. Pub. 2910. Opp. 5¢. 


Agreement between the United States of America and 
Peru regarding cooperative program in Peru, supple- 
menting and amending agreement of May 11, 1942, as 
extended—Effected by exchange of notes signed at 
Lima April 16 and 19, 1947 ; entered into force April 19, 
1947. 
Atomic Energy Commission of the United Nations, Second 
Report to the Security Council, September 11, 1947. The 
United States and the United Nations Report Series 11. 
Pub. 2982. 106 pp. 30¢. 


An interim report of the proceedings of the Atomic 
Energy Commission from January 1 to September 11, 
1947, covering the progress made in the work of the 
Commission during that time and discussing the points 
of disagreement expressed by the Soviet Union and 
the formulation of specific proposals by the Commis- 
sion. 





Air Transport Services, Gander Airport, Newfoundland. 

Treaties and Other International Acts Series 1641. Pub. 

2948. 3pp. 5¢. 
Agreement between the United States of America and 
the United Kingdom of Great Britain and Northern 
Ireland, supplementing agreement of February 11, 
1946—Effected by exchange of notes signed at Lon- 
don May 21 and 23, 1947; entered into force May 23, 
1947. 

Concerning Freedom of Information. United States- 

United Nations Information Series 27. Pub. 2977. 13 pp. 

10¢. 
Statements and remarks by the U.S. Representative 
to the United Nations, the U.S. Representative to the 
General Assembly, and the representative of the 
Office of Special Political Affairs, Department of State, 
regarding United Nations proposal for measures to 
be taken against propaganda and the inciters of a 
new war. 
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International Health Security in the Modern World. Con- 
ference Series 104. Pub. 2995. 6 pp. 10¢. 


A discussion of the sanitary conventions in relation 
to the World Health Organization, 


Diplomatic List, December 1947. Pub. 3001. 194 pp. 
20¢ a copy; $2 a year. 


Treasury Department Publication 


Census of American-Owned Assets in Foreign Coun- 
tries, United States Treasury Department, Of- 
fice of the Secretary, Washington, D. C. 


On December 15 the Treasury Department made 
public a report showing the results of a census of 
American-owned assets in foreign countries taken in 
1943 by the Treasury Department’s Office of Foreign 
Funds Control. In the foreword, Secretary Snyder 
points out that for the first time the real size and 
scope of American-owned assets in foreign countries 
is made available to the public. 

Copies of the report may be obtained from the 
Superintendent of Documents, Government Printing 
Office, Washington 25, D. C. 





THE FOREIGN SERVICE 


Consular Offices 


The American Consulate at Colombo, Ceylon, was raised 
to the rank of Consulate General on August 14, 1947. 

The American Vice Consulate at Concepcién, Chile, was 
closed to the public on December 5, 1947. 

The American Embassy at Manila became a combined 
office on December 1, 1947. 

The American Vice Consulate at Aruba, Netherlands 
West Indies, was raised to the rank of Consulate, effective 
January 1, 1948. 


Confirmations 


On December 17, 1947, the Senate confirmed the follow- 
ing Executive nominations: 


Herbert 8S. Bursley to be American Ambassador Dxtra- 
ordinary and Plenipotentiary to Honduras. 

Avra M. Warren and Robert M. Scotten to be American 
Envoys Extraordinary and Ministers Plenipotentiary to 
Finland and to New Zealand, respectively. 
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Current United Nations Documents: 
A Selected Bibliography’ 


Economic and Social Council 


Economic Commission for Asia and the Far East. Con- 
sideration of Working Relations with the Allied Con- 
trol Authorities in Japan and Korea together with a 
Note Regarding Scap’s Economic Objectives in Japan. 
E/CN.11/33, October 20, 1947. 6 pp. mimeo. 

——Survey of Reconstruction Problems and Needs. E/ 
CN.11/39, November 3, 1947. 101 pp. mimeo. 

Ad Hoc Committee on Proposed Economic Commission for 
Latin America. Preliminary Report. B/AC.21/15, 
December 10, 1947. 56 pp. mimeo. 


Confirmations to the United Nations 


On December 17, 1947, the Senate confirmed the follow- 
ing Executive nomination : 


Lt. Gen. Matthew Bunker Ridgway, Army of the United 
States, to be senior United States Army member of the 
Military Staff Committee of the United Nations with rank 
of lieutenent general under the provisions of section 504 
of the Officer Personnel Act of 1947. 


THE DEPARTMENT 


Departmental Regulations 


240.1 Responsibilities Under the International Organ- 
izations Immunities Act: (Effective 2-21-47) The In- 
ternational Organizations Immunities Act, enacted De- 
cember 29, 1945 (Public Law 291, 79th Congress) provides 
that certain privileges, exemptions, and immunities shall 
be extended to such public international organizations and 
to their officers and employees as shall have been desig- 
nated by the President through appropriate Executive Or- 
der as being entitled thereto. The Executive Order desig- 
nated the Department of State as the agency to receive ap- 
plications and authorized the Secretary of State to re- 





* Printed materials may be secured in the United States 
from the International Documents Service, Columbia Uni- 
versity Press, 2960 Broadway, New York City. Other 
materials (mimeographed or processed documents) may 
be consulted at certain designated libraries in the United 
States, 
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quire such information as he may deem necessary from 
those international organizations which apply to receive 
the privileges conferred by the Act, and to prepare recom- 
mendations to the President as to whether the applicant 
organizations should be designated by Executive Order ag 
public international organizations entitled to enjoy the 
privileges, exemptions, and immunities conferred by the 
Act. (Revised 11-1-47) 


I RESPONSIBILITIES OF THE Proroco, Starr (S/S—-PR), 
Executive Secretariat (S/S). S/S-PR is given respon- 
sibilities for the performance of the Department of State 
under the International Organizations Immunities Act, ag 
follows: 


A Receiving, in behalf of the Secertary, applications 
of organizations desiring privileges, exemptions, and im- 
munities provided in the Act. 

B Reviewing in the first instance, such applications to 
assure that they satisfy the announced requirements for 
consideration by the Department. 

Cc Maintaining a complete record of organizations 
and individuals accorded privileges, exemptions, and im- 
munities provided in the Act. 

D Serving as the center of information and services 
for the administration of the Act, and acting as liaison 
with other Government agencies concerned with the execu- 


tion of the Act. 


II RESPONSIBILITIES OF THE DIVISION OF INTERNATIONAL 
ORGANIZATION A¥FFarrs (OA), OFFICE OF SPECIAL POLITICAL 
Arrairs (SPA). 

A The Division is given responsibilities for the per- 
formance of the Department of State under the Inter. 
national Organizations Immunities Act, as follows: 


1 Reviewing applications which S/S-PR has found 
to satisfy the announced requirements for consideration 
in order to determine eligibility of organizations for 
benefits envisaged by the Act. 

2 Drafting the necessary Executive Orders, and 
submitting recommendations to the Secretary for his 
approval and transmittal to the President. 

B In the performance of the foregoing responsibill- 
ties, OA will consult when appropriate, with S/S—PR, 
the Office of the Legal Adviser (Le), the Division of Inter- 
national Conferences (IC), the Visa Division (VD), the 
geographic Divisions, and other Divisions whose responsi- 
bilities or interests are directly concerned with the appli 
cant organizations, 


Appointment of Officers 


Jack Bernard Tate as Deputy Legal Adviser, effective 
October 20, 1947. 

Donald L. Nicholson as Deputy Director, Office of Con- 
trols, effective November 3, 1947. 

H. Stuart Hughes as Chief, Division of Research for 
Europe, November 30, 1947. 

Walter M. Kotschnig as Chief, Division of International 
Organization Affairs, effective November 6, 1947. 
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bontents 


Foreign Aid and Reconstruction 
A Program for United States Aid to European 
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George P. Shaw, author of the article on the First Inter-Ameri- 
can Congress of Directors of Tourism and Immigration, served 
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